
AGENDA
SENATE LOCAL GOVERNMENT & TAXATION COMMITTEE

3:00 P.M.
Room WW53

Thursday, January 14, 2016

SUBJECT DESCRIPTION PRESENTER
Introductions Page, Committee Secretary Senator Siddoway
Rules
Assignments

Distribution of Rules Senator Siddoway

COMMITTEE MEMBERS COMMITTEE SECRETARY
Chairman Siddoway Sen Vick Jennifer Carr
Vice Chairman Guthrie Sen Bayer Room: WW50
Sen McKenzie Sen Stennett Phone: 332-1315
Sen Johnson Sen Burgoyne email: sloc@senate.idaho.gov
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MINUTES
SENATE LOCAL GOVERNMENT & TAXATION COMMITTEE

DATE: Thursday, January 14, 2016
TIME: 3:00 P.M.
PLACE: Room WW53
MEMBERS
PRESENT:

Chairman Siddoway, Vice Chairman Guthrie, Senators Johnson, Rice, Vick, Bayer,
Stennett, and Burgoyne

ABSENT/
EXCUSED:

Senator McKenzie

NOTE: The sign-in sheet, testimonies and other related materials will be retained with
the minutes in the committee's office until the end of the session and will then be
located on file with the minutes in the Legislative Services Library.

CONVENED: Chairman Siddoway called the meeting of the Local Government and Taxation
Committee (Committee) to order at 3:04 p.m. He noted that other committee
meeting times were in conflict and that the Committee would be brief in order to
accommodate its membership.

SECRETARY
& PAGE
INTRODUCTION:

Chairman Siddoway introduced the Committee page, Caleb Richardson, and
the Committee Secretary, Jennifer Carr.

PASSED THE
GAVEL:

Chairman Siddoway passed the gavel to Vice Chairman Guthrie.

RULES
REVIEW &
ASSIGNMENTS:

Vice Chairman Guthrie assigned the rules to Committee members and asked
members to review the rules for accuracy, content and potential problems.

PASSED THE
GAVEL:

Vice Chairman Guthrie passed the gavel to Chairman Siddoway.

DISCUSSION: Chairman Siddoway stated that Committee meetings have been scheduled for the
following week to review the rules. He indicated that there is flexibility in extending
the time to review the rules if questions or issues arise during the review process.

Senator Bayer asked for clarification regarding the voting process on the rules,
specifically whether Senators would vote on rules during the review process after
each presentation or at a future Committee meeting.

Chairman Siddoway clarified that votes will be held on each docket after the
respective presentation.

Vice Chairman Guthrie confirmed the voting process and asked the Committee
Secretary to include the points of contact for each rule with the distribution list.

ADJOURNED: There being no further business, Chairman Siddoway adjourned the meeting
at 3:14 p.m.



___________________________ ___________________________
Senator Siddoway Jennifer Carr
Chair Secretary
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AMENDED AGENDA #1
SENATE LOCAL GOVERNMENT & TAXATION COMMITTEE

3:00 P.M.
Room WW53

Tuesday, January 19, 2016

SUBJECT DESCRIPTION PRESENTER
MINUTES Approval of Minutes from January 14, 2016 Senator Guthrie
RULES REVIEW IDAPA 35-Idaho State Tax Commission
Docket No.
35-0101-1501

Income Tax Administrative Rules Cynthia Adrian, Idaho
State Tax Commission

Docket No.
35-0101-1502

Income Tax Administrative Rules Cynthia Adrian, Idaho
State Tax Commission

Docket No.
35-0103-1503

Property Tax Administrative Rules Alan Dornfest, Idaho
State Tax Commission

Docket No.
35-0103-1504

Property Tax Administrative Rules Alan Dornfest, Idaho
State Tax Commission

Docket No.
35-0103-1505

Property Tax Administrative Rules Alan Dornfest, Idaho
State Tax Commission

Docket No.
35-0201-1501

Tax Commission Administration Rule and
Enforcement

Cynthia Adrian, Idaho
State Tax Commission

COMMITTEE MEMBERS COMMITTEE SECRETARY
Chairman Siddoway Sen Vick Jennifer Carr
Vice Chairman Guthrie Sen Bayer Room: WW50
Sen McKenzie Sen Stennett Phone: 332-1315
Sen Johnson Sen Burgoyne email: sloc@senate.idaho.gov

Sen Rice

http://adminrules.idaho.gov/legislative_books/2016/pending/16S_LocGovTax.pdf#nameddest=G3.1002063
http://adminrules.idaho.gov/legislative_books/2016/pending/16S_LocGovTax.pdf#nameddest=G4.1005813
http://adminrules.idaho.gov/legislative_books/2016/pending/16S_LocGovTax.pdf#nameddest=G8.1004842
http://adminrules.idaho.gov/legislative_books/2016/pending/16S_LocGovTax.pdf#nameddest=G9.1002153
http://adminrules.idaho.gov/legislative_books/2016/pending/16S_LocGovTax.pdf#nameddest=G10.1007261
http://adminrules.idaho.gov/legislative_books/2016/pending/16S_LocGovTax.pdf#nameddest=G11.1001784


MINUTES
SENATE LOCAL GOVERNMENT & TAXATION COMMITTEE

DATE: Tuesday, January 19, 2016
TIME: 3:00 P.M.
PLACE: Room WW53
MEMBERS
PRESENT:

Chairman Siddoway, Vice Chairman Guthrie, Senators Johnson, Rice, Vick, Bayer,
Stennett and Burgoyne

ABSENT/
EXCUSED:

Senator McKenzie

NOTE: The sign-in sheet, testimonies and other related materials will be retained with
the minutes in the committee's office until the end of the session and will then be
located on file with the minutes in the Legislative Services Library.

CONVENED: Chairman Siddoway called the meeting of the Local Government and Taxation
Committee (Committee) to order at 3:02 p.m. and asked the secretary to take a
silent roll. He noted that he had a conflicting appointment and would be leaving
the Committee meeting early.

PASSED THE
GAVEL:

Chairman Siddoway passed the gavel to Vice Chairman Guthrie.

MINUTES
APPROVAL:

Vice Chairman Guthrie moved to approve the Minutes of January 14, 2016.
Senator Johnson seconded the motion. The motion was approved by voice vote.

DOCKET NO.
35-0101-1501

Vice Chairman Guthrie welcomed Cynthia Adrian, Tax Policy Specialist with the
Idaho Tax Commission (Commission).

Ms. Adrian presented Docket No. 35-0101-1501, stating that all the rules in the
docket are negotiated rules. Rule 016 is a new rule that provides a definition of
Idaho gross income and how it is calculated. Ms. Adrian emphasized that because
gross income has many components that determine filing requirements, a definition
of gross income was provided in the rule. Rule 171, amended consistent with
2015 HB 109A, modifies the definition of real property included in capital gains
deductions. Rule 171 also modifies the procedure when property is distributed by
an S corporation or partnership, consistent with 2015 HB 85. Rule 291 provides a
list of deductible items that are allowed when a pass-through entity pays tax for the
owners.

Senator Burgoyne asked if Rule 016 is a reiteration of federal and state case law
relating to what constitutes gross income and what parties were involved in the
negotiating process. Ms. Adrian responded that Rule 016 lays the groundwork
for what federal law means regarding gross income. She stated that members of
the Idaho Society of Certified Public Accountants were involved in the negotiating
process, and that the public had an opportunity to provide input. Senator Burgoyne
asked if there were any negative comments to Rule 016, to which Ms. Adrian
stated there were none.

Senator Rice asked if a definition of "apportionment factor" is provided in rules or
statute. Ms. Adrian confirmed that a definition is provided. Senator Johnson
asked for clarification on where the term "apportionment factor" appears in the
rules, to which Senator Rice directed the Committee to the specific page.

Senator Johnson inquired if all three rules were negotiated rulemaking, which Ms.



Adrian affirmed. Senator Johnson sought clarification on how composite returns
are determined among various owners. Ms. Adrian responded that entities are
able to make decisions about composite returns on behalf of their members.

Senator Rice sought clarification on how gross income is calculated and reported
under Rule 016, and if the definition of gross income is the same as defined in
statute. Ms. Adrian responded that there is no line on a tax return to record gross
income, so the definition is provided for taxpayers to determine if they have a filing
requirement. She continued to clarify that the definition of gross income in Rule
016 is the same as defined in statute, but the rule provides further explanation on
how to calculate gross income.

MOTION: Senator Stennett moved to approve Docket No. 35-0101-1501. Chairman
Siddoway seconded the motion. The motion was carried by voice vote.

DOCKET NO.
35-0101-1502

Ms. Adrian presented Docket No. 35-0101-1502. Rule 075 changes the tax
bracket by removing calendar year 2010 and adding calendar year 2015. Rule 130,
amended consistent with 2015 HB 36, adds the Foreign Service Retirement and
Disability System to the list of qualifying retirement benefits. Rule 173, amended
consistent with 2015 HB 133, shifts responsibility from the individual to the entity in
meeting gross income limitations for capital gains deductions. Rule 201 clarifies the
procedure for adjusting a net operating loss in a closed year by the Commission,
the adjustment not resulting in tax due or a refund. Rule 252 clarifies language
regarding how part-year residents calculate income to avoid distortive percentage
by removing federal net operating losses. Rule 263 updates the amount of
guaranteed payments that are sourced as compensation for services for 2015.
Rule 771 adds tax year 2015 to the grocery credit, amounting to $100 per person
regardless of income. Rule 855 removes reference to the election in the permanent
building fund tax rule.

Senator Burgoyne sought clarification on Rule 201, specifically subparts relating
to net operating loss carrybacks. Ms. Adrian explained that if the Commission
decides during an audit in a closed year that a net operating loss was improperly
calculated, the adjustment will not result in any tax due or refund.

MOTION: Senator Stennett moved to approve Docket No. 35-0101-1502. Senator
Johnson seconded the motion. The motion was carried by voice vote.

DOCKET NO.
35-0201-1501

Vice Chairman Guthrie asked Ms. Adrian if she would like to present Docket No.
35-0201-1501 at that time, rather than at the end of the meeting, and asked the
Committee to voice objections to such action. There being no objections, Vice
Chairman Guthrie asked Ms. Adrian to continue her presentation.

Ms. Adrian presented Docket No. 35-0201-1501, stating that the rules in the
docket relate to administration and enforcement. Rule 310 adds a 4 percent interest
rate for calendar year 2016. Rule 400 adds the terms "substantial understatement"
and "tax required to be shown on the return" to be consistent with statute. Rule 704
adds the Department of Correction and the Department of Health and Welfare to the
list of agencies with which the Commission can exchange and disclose information.

Chairman Siddoway asked for clarification on the meaning of "substantial
understatement." Ms. Adrian explained that substantial understatement is reached
when the understatement exceeds the greater of 10 percent of the tax required to
be shown on the tax return or $5,000. She also indicated there is a threshold that
would trigger a notice from the Commission.

MOTION: Senator Johnson moved to approve Docket No. 35-0201-1501. Senator
Stennett seconded the motion. The motion was carried by voice vote.
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DOCKET NO.
35-0103-1503

Alan Dornfest, Property Tax Policy Bureau Chief with the Idaho Tax Commission,
presented Docket No. 35-0103-1503, property tax administrative rules. Rule
803 relates to the way taxing districts certify their budgets to the Commission,
specifically how they subtract replacement money received from personal property
replacement since 2013. The rule divides replacement money from personal
property into two categories, and Mr. Dornfest explained the distinction between
both. He pointed out that there have been no recovery requests to date, but
language was amended to be consistent with 2015 HB 29. Mr. Dornfest continued
to explain the final change in Rule 803, which affects school districts' budget
capacity for liability insurance premium funds. School districts are allowed to add
back replacement revenue related to personal property, consistent with 2015 HB
28. Rule 804 relates to urban renewal districts and how tax levies are calculated
when taxing districts overlap a revenue allocation area of an urban renewal district.
Mr. Dornfest indicated changes were made to the rule consistent with 2015 HB 76,
which added school emergency fund levies to the list of funds.

MOTION: Senator Rice moved to approve Docket No. 35-0103-1503. Senator Burgoyne
seconded the motion. The motion was carried by voice vote.

DOCKET NO.
35-0103-1504

Mr. Dornfest presented Docket No. 35-0103-1504, property tax administrative
rules. Rule 315 is a negotiated rule that applies only to the Boise School District and
affects how urban renewal increment values are equalized. Mr. Dornfest explained
that the rule change was made to address timing issues for filing dates and allows
for an amended value to be provided for the school district. Rule 626, amended
consistent with provisions of HB 29, is a negotiated rule for the administration of
personal property exemptions for operating properties. Mr. Dornfest stated the
rule provides reporting and apportionment procedures of the personal property
exemption for operating property companies. He reported that the rule also clarifies
language, defining the term "taxpayer" as the claimant of the exemption.

Senator Burgoyne asked if the Boise School District was satisfied with the rule.
Mr. Dornfest replied that the Boise School District had initiated the rule and
participated in the negotiating process.

MOTION: Senator Burgoyne moved to approve Docket No. 35-0103-1504. Senator Bayer
seconded the motion. The motion was carried by voice vote.

DOCKET NO.
35-0103-1505

Mr. Dornfest presented Docket No. 35-0103-1505, property tax administrative
rules. Rule 006 is updated annually for assessment purposes and includes date
changes and updated website information. Rule 627, amended consistent with
2015 HB 29, is a personal property exemption rule. Mr. Dornfest explained there
were no substantive changes, the rule simply provides examples. Rule 632,
amended consistent with 2014 S 1213, removes the application requirement for
oil or gas-related well exemptions. Rule 645 relates to land actively devoted to
agriculture. Mr. Dornfest stated the application period for exemptions for small
agricultural tracks, five acres or less, was changed from March to April. He indicated
that there were no objections or comments relating to this rule change. Rule 802
pertains to budget certification relating to new construction and annexation, and Mr.
Dornfest explained that the rule change clarifies the process by which qualifying
properties are assessed; it also changes reporting dates.

MOTION: Senator Johnson moved to approve Docket No. 35-0103-1505. Senator Bayer
seconded the motion. The motion was carried by voice vote.

ADJOURNED: There being no further business, Vice Chairman Guthrie adjourned the meeting
at 3:55 p.m.
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___________________________ ___________________________
Senator Siddoway Jennifer Carr
Chair Secretary
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AMENDED AGENDA #1
SENATE LOCAL GOVERNMENT & TAXATION COMMITTEE

3:00 P.M.
Room WW53

Thursday, January 21, 2016

SUBJECT DESCRIPTION PRESENTER
RS24153 Relating to the Catastrophic Health Care Cost

Program
Senator Dan Schmidt

RULES REVIEW IDAPA 35-Idaho State Tax Commission
Docket No.
35-0102-1501

Idaho Sales and Use Tax Administrative Rules Randy Tilley, Idaho
State Tax Commission

Docket No.
35-0102-1502

Idaho Sales and Use Tax Administrative Rules Randy Tilley, Idaho
State Tax Commission

Docket No.
35-0102-1504

Idaho Sales and Use Tax Administrative Rules Randy Tilley, Idaho
State Tax Commission

COMMITTEE MEMBERS COMMITTEE SECRETARY
Chairman Siddoway Sen Vick Jennifer Carr
Vice Chairman Guthrie Sen Bayer Room: WW50
Sen McKenzie Sen Stennett Phone: 332-1315
Sen Johnson Sen Burgoyne email: sloc@senate.idaho.gov

Sen Rice

http://www.legislature.idaho.gov/sessioninfo/rs.htm
http://adminrules.idaho.gov/legislative_books/2016/pending/16S_LocGovTax.pdf#nameddest=G5.1003978
http://adminrules.idaho.gov/legislative_books/2016/pending/16S_LocGovTax.pdf#nameddest=G6.1007417
http://adminrules.idaho.gov/legislative_books/2016/pending/16S_LocGovTax.pdf#nameddest=G7.1002089


MINUTES
SENATE LOCAL GOVERNMENT & TAXATION COMMITTEE

DATE: Thursday, January 21, 2016
TIME: 3:00 P.M.
PLACE: Room WW53
MEMBERS
PRESENT:

Chairman Siddoway, Vice Chairman Guthrie, Senators Johnson, Rice, Vick, Bayer,
Stennett and Burgoyne

ABSENT/
EXCUSED:

Senator McKenzie

NOTE: The sign-in sheet, testimonies and other related materials will be retained with
the minutes in the committee's office until the end of the session and will then be
located on file with the minutes in the Legislative Services Library.

CONVENED: Chairman Siddoway called the meeting of the Local Government and Taxation
Committee (Committee) to order at 3:07 p.m. and asked the secretary to take a
silent roll.

RS 24153 Chairman Siddoway welcomed Senator Dan Schmidt to the podium to introduce
RS 24153, relating to the catastrophic health care cost program. RS 24153 amends
Idaho Code § 31-3517 to authorize reimbursement for travel expenses for county
commissioners who are members of the Catastrophic Health Care Cost Program
Board. Senator Schmidt pointed out that commissioners from small counties are
often unable to participate in board meetings due their inability to pay for travel.

MOTION: Senator Burgoyne moved to print RS 24153. Senator Stennett seconded the
motion. The motion was carried by voice vote.

PASSED THE
GAVEL:

Chairman Siddoway passed the gavel to Vice Chairman Guthrie.

Vice Chairman Guthrie noted for the record that a procedural error was made
during the Committee meeting of January 19, 2016, referencing his declaration of a
voice vote as "unanimous"; he assured the Committee the error was corrected.

DOCKET NO.
35-0102-1501

Vice Chairman Guthrie welcomed Randy Tilley, Audit Division Administrator for
the Idaho State Tax Commission (Commission).

Mr. Tilley presented Docket No. 35-0102-1501, sales and use tax administrative
rules. Rule 027, amended consistent with 2015 HB 209, modifies the definition of
tangible personal property to include digital videos, digital music, digital books
and digital games. Mr. Tilley explained these digital media items are taxable only
when the purchaser has a permanent right to use the product. Rule 056, amended
consistent with 2014 HB 598, removes digital photographs from the definition of
tangible personal property. Mr. Tilley pointed out that the Commission was unable
to get industry groups to participate in negotiated rulemaking in 2014 or 2015. He
then explained that digital photographs are now non-taxable unless delivered on
a separate physical medium, such as a disc or in printed form. Mr. Tilley also
explained that photographers qualify for the production exemption if the majority of
their activities result in tangible personal property; for example, if photographers
produce most of their work in digital form and not a physical medium, they no longer
qualify for the exemption.



Senator Rice sought clarification on the language regarding production exemptions
in the rule and in statute. Mr. Tilley explained that statute requires photographers
to primarily engage in the production of tangible personal property in order to qualify
for the exemption, and that "primarily" is defined in separate statute as greater than
50 percent of activity.

Mr. Tilley presented Rule 107, amended consistent with 2015 HB 12, which adds
utility-type vehicles and specialty off-road highway vehicles to the tax exemption
available to nonresidents purchasing vehicles in Idaho.

Senator Burgoyne asked if Rule 027 was negotiated rulemaking and if there were
any negative comments to the rule. Mr. Tilley asked Doug Harry, Managing Tax
Auditor with the Idaho State Tax Commission, to respond. Mr. Harry affirmed that
Rule 027 was negotiated rulemaking and reported that the main concern during that
process was how to define "permanent use." He indicated that participants were
satisfied with the definition at the conclusion of rulemaking.

MOTION: Senator Bayer moved to approve Docket No. 35-0102-1501. Senator Vick
seconded the motion. The motion was carried by voice vote.

DOCKET NO.
35-0102-1502

Mr. Tilley presented Docket No. 35-0102-1502, sales and use tax administrative
rules. Rule 041 pertains to the application and payment of use tax and was
amended consistent with 2015 HB 237, which exempted prepared foods and
beverages freely given to employers if the retailer is in the business of selling
prepared foods, such as restaurants or grocery stores with a deli. Mr. Tilley
highlighted the substantive changes to the rule, which include the definitions of
"prepared food" and "prepared beverage." Rule 072 also pertains to the application
and payment of use tax. Mr. Tilley indicated the only substantive change is a
cross reference to Rule 041. Rules 050, 079 and 083 were amended consistent
with 2015 HB 39, which removed the hand-tools-under-$100 exclusion from the
production exemption. Mr. Tilley specified that hand tools with a value of $100 or
less used in production activity now qualify for the exemption. He pointed out the
substantive changes in Rules 050, 079 and 083, which include the removal of
conflicting language. Rule 128 adds other non-governmental agencies, as listed
in Idaho Code § 63-3622(o), that now qualify for hotel room tax exemption. Rule
128 also clarifies that sales of transport trailers and office trailers do qualify for the
occasional sales tax exemption.
A discussion ensued regarding what constitutes "prepared food" as defined in Rule
041 and in statute. Chairman Siddoway inquired whether ice cream meets the
criteria of a prepared food as defined in the rule, which Mr. Tilley affirmed.

Senator Rice asked if an apple or banana given freely to an employee by a retailer
qualify as prepared food. Mr. Tilley explained that since fruits do not meet the
criteria of items given away as prepared meals, as defined in statute, they do not
qualify for the exemption. He pointed out that grocery stores did participate in
negotiated rulemaking and provided input regarding the definition of "prepared
food." Senator Rice then asked if a cheeseburger and apple were given away
as a meal, would each item be treated separately in terms of taxability. Mr.
Tilley affirmed, explaining that an apple would be subject to use tax, while the
cheeseburger would be exempted. Mr. Tilley pointed out that grocery stores often
have items that go to waste, such as dairy items, that when given away would not
be taxable because they would have no value. Senator Rice followed up by asking
if a cheeseburger and apple were given away as a meal, would the meal as a whole
be exempt or would each item be treated separately. Mr. Tilley responded that the
statute defines prepared foods, not prepared meals.
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Senator Burgoyne provided a scenario in which microwaveable popcorn was
the food item given to an employee, illustrating that popcorn meets criteria of
prepared food, even though popcorn is not typically regarded as a meal, and thus
not taxable. He then inquired whether the inconsistency stems from the rule or
statute. Mr. Tilley asked Mark Stone, Bureau Chief for Sales Tax with the Idaho
State Tax Commission, to respond. Mr. Stone indicated that the intent of Rule 041
was to include food items prepared and served by a food retailer in its normal
course of business. Senator Burgoyne remarked that the introductory language
in the rule does not control the outcome and is inconsistent with the intent of the
statute; he then asked if the problem is with the drafting of the rule or the statute
itself. Mr. Stone replied that the Commission would continue to examine the issue
in the future.

Senator Rice asked which section of Idaho Code pertains to the rule change, to
which Mr. Stone replied §§ 63-3612(2)(b), 63-3621(p) and 63-3622(j).

Senator Burgoyne commented that Rule 041 needs further review, regardless of
whether the docket is approved, to ensure that the language represents the intent
of the statute. Mr. Tilley stated they will address these issues in future negotiated
rulemaking.

Senator Rice commented that he felt the specific language in the rule is consistent
with the statute.

Senator Vick commented that rules should be drawn more broadly rather than
narrowly to avoid potential problems. He then inquired if an ice cream cone and
ice cream served in a dish both met the criteria of prepared food, to which Mr.
Tilley affirmed.

MOTION: Senator Vick moved to approve Docket No. 35-0102-1502. Senator Siddoway
seconded the motion. The motion was carried by voice vote.

DOCKET NO.
35-0102-1504

Mr. Tilley presented Docket No. 35-0102-1504, sales and use tax administrative
rules. Rule 081 removes the hand-tools-under-$100 exclusion. Rule 099 pertains
to occasional sales exemptions and updates the exemption form for office trailer
and transport trailer sales to document non-taxable transactions. Rule 110 adds
reimbursement for county assessors for each occasional sale exemption claim
for office trailers and transport trailers.

MOTION: Senator Burgoyne moved to approve Docket No. 35-0102-1504. Senator Bayer
seconded the motion. The motion was carried by voice vote.

PASSED THE
GAVEL:

Vice Chairman Guthrie passed the gavel to Chairman Siddoway.

Chairman Siddoway recognized Commissioners Ken Roberts and Elliot Werk and
thanked the Commission for appearing before the Committee.

ADJOURNMENT: There being no further business, Chairman Siddoway adjourned the meeting
at 3:49 p.m.

___________________________ ___________________________
Senator Siddoway Jennifer Carr
Chair Secretary
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AGENDA
SENATE LOCAL GOVERNMENT & TAXATION COMMITTEE

3:00 P.M.
Room WW53

Tuesday, January 26, 2016

SUBJECT DESCRIPTION PRESENTER
Gubernatorial
Appointment

Linda Pike of Moscow, Idaho was reappointed
to the Board of Tax Appeals to serve a term
commencing April 13, 2015 and expiring June 30,
2017.

Linda Pike

Gubernatorial
Appointment

David E. Kinghorn of Lewisville, Idaho was
reappointed to the Board of Tax Appeals to serve
a term commencing April 13, 2015 and expiring
June 30, 2016.

David E. Kinghorn

Gubernatorial
Appointment

Leland G. Heinrich of Cascade, Idaho was
reappointed to the Board of Tax Appeals to serve
a term commencing June 30, 2015 and expiring
June 30, 2018.

Leland G. Heinrich

COMMITTEE MEMBERS COMMITTEE SECRETARY
Chairman Siddoway Sen Vick Jennifer Carr
Vice Chairman Guthrie Sen Bayer Room: WW50
Sen McKenzie Sen Stennett Phone: 332-1315
Sen Johnson Sen Burgoyne email: sloc@senate.idaho.gov

Sen Rice



MINUTES
SENATE LOCAL GOVERNMENT & TAXATION COMMITTEE

DATE: Tuesday, January 26, 2016
TIME: 3:00 P.M.
PLACE: Room WW53
MEMBERS
PRESENT:

Chairman Siddoway, Vice Chairman Guthrie, Senators McKenzie, Johnson,
Rice, Vick, Bayer, Stennett and Burgoyne

ABSENT/
EXCUSED:

None

NOTE: The sign-in sheet, testimonies and other related materials will be retained with
the minutes in the committee's office until the end of the session and will then be
located on file with the minutes in the Legislative Services Library.

CONVENED: Chairman Siddoway called the meeting of the Local Government and Taxation
Committee (Committee) to order at 3:03 p.m. and asked the secretary to take
a silent roll.

GUBERNATORIAL
APPOINTMENTS:

Chairman Siddoway welcomed Steve Wallace, Director of the Idaho Board of
Tax Appeals (Board), to the podium to introduce the appointees. Mr. Wallace
highlighted the uniqueness of the entire Board appearing before the Committee
at the same time and introduced each Board member in turn. Senator
Burgoyne inquired whether the Board positions are part- or full-time and how
members are compensated. Mr. Wallace responded that Board members serve
no more than 80 days per year and earn a $20-per-day stipend; they are also
reimbursed for related expenses.

Chairman Siddoway welcomed Linda Pike, member of the Board. Ms. Pike
provided a summary of her professional experience, pointing out that she was
originally appointed to the Board in 1996; she also highlighted memorable cases
over which she has presided. Ms. Pike then stood for questions.

Senator Johnson commented that he had the opportunity to meet Ms. Pike
and appreciated her knowledge and commitment to her work.

Senator Burgoyne praised Ms. Pike's enthusiasm for her work on the Board
and thanked her for her service.

Chairman Siddoway asked Ms. Pike to provide a brief description of the types
of appeals heard and how many hearings are conducted each year. Ms. Pike
replied that most appeals pertain to property tax exemptions, and the number
of appeals submitted typically increases as the economy grows stronger. She
specified that the Board conducted approximately 200 hearings in 2015. Ms.
Pike continued to explain that most appeals are heard by one Board member
and are benign; however, she did indicate that some appeals are contentious,
and a hearing officer may be requested to accompany Board members.



Chairman Siddoway welcomed David E. Kinghorn, Chairman of the Board. Mr.
Kinghorn provided a brief history of his professional experience, stating that he
was appointed to the Board in 2001, has served as Chairman since 2012 and
represents Eastern Idaho. He then stood for questions.

Senator Stennett asked for clarification regarding Mr. Kinghorn's dates of
service, specifically why his term ends in June of this year. Mr. Kinghorn
explained that because he was not immediately reappointed at the end of his
previous term, he continued to serve as a holdover appointment into the new
term, up for reappointment this year.

Chairman Siddoway asked for a synopsis of Mr. Kinghorn's work in general
and if there are any issues that the legislature may address to facilitate the work
of the Board. Mr. Kinghorn recognized that there is risk involved in handling
appeals, but he works well with the counties in his jurisdiction to address
potential risks. He specified that he typically holds hearings in courthouses to
mitigate risk. Chairman Siddoway recognized Mr. Kinghorn's concerns relating
to safety and security and asked that he continue to work with the Committee to
ensure a safe working environment for the Board.

Chairman Siddoway welcomed Leland G. Heinrich, member of the Board. Mr.
Heinrich commented briefly on the appeals process, listing factors that be
believes foster agreement among Board members and ensure fairness in the
decision making process. He provided a brief description of his background and
professional experience and then stood for questions.

Senator McKenzie asked Mr. Kinghorn to comment on the types of issues
coming before the Board and if suitable meeting places are available. Mr.
Heinrich responded that the Board employs five staff members who arrange
meeting places but that appropriate locations are often unavailable, providing
specific examples.

Senator Bayer recognized Mr. Heinrich as a former legislator and thanked Mr.
Heinrich for his public service.

Senator Burgoyne acknowledged the safety and security concerns brought to
the attention of the Committee and praised the demeanor of the Board members
in the execution of their job.

Chairman Siddoway thanked the Board members for appearing before the
Committee and welcomed future input regarding safety and security. He
indicated that confirmation votes may take place during the next Committee
meeting.

ADJOURNMENT: There being no further business, Chairman Siddoway adjourned the meeting
at 3:54 p.m.

___________________________ ___________________________
Senator Siddoway Jennifer Carr
Chair Secretary
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AGENDA
SENATE LOCAL GOVERNMENT & TAXATION COMMITTEE

3:00 P.M.
Room WW53

Tuesday, February 02, 2016

SUBJECT DESCRIPTION PRESENTER
S 1211 Relating to the Catastrophic Health Care Cost

Program Board
Senator Schmidt

Vote on
Gubernatorial
Appointment

Linda Pike was reappointed to the Board of Tax
Appeals to serve a term commencing April 13,
2015 and expiring June 30, 2017.

Vote on
Gubernatorial
Appointment

David E. Kinghorn was reappointed to the Board
of Tax Appeals to serve a term commencing April
13, 2015 and expiring June 30, 2016.

Vote on
Gubernatorial
Appointment

Leland G. Heinrich was reappointed to the Board
of Tax Appeals to serve a term commencing June
30, 2015 and expiring June 30, 2018.

Minutes Approval of Minutes from January 19, 2016 Senator Rice
Minutes Approval of Minutes from January 21, 2016 Senator Burgoyne

If you have written testimony, please provide a copy of it along with the
name of the person or organization responsible to the committee secretary
to ensure accuracy of records.
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Chairman Siddoway Sen Vick Jennifer Carr
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MINUTES
SENATE LOCAL GOVERNMENT & TAXATION COMMITTEE

DATE: Tuesday, February 02, 2016
TIME: 3:00 P.M.
PLACE: Room WW53
MEMBERS
PRESENT:

Chairman Siddoway, Vice Chairman Guthrie, Senators Johnson, Rice, Vick,
Bayer, Stennett and Burgoyne

ABSENT/
EXCUSED:

Senator McKenzie

NOTE: The sign-in sheet, testimonies and other related materials will be retained with
the minutes in the committee's office until the end of the session and will then be
located on file with the minutes in the Legislative Services Library.

CONVENED: Chairman Siddoway called the meeting of the Local Government and Taxation
Committee (Committee) to order at 3:02 p.m.

MINUTES
APPROVAL:

Senator Burgoyne moved to approve the minutes of January 21, 2016. Senator
Stennett seconded the motion. The motion carried by voice vote.

MINUTES
APPROVAL:

Senator Bayer moved to approve the minutes of January 19, 2016. Senator
Guthrie seconded the motion. The motion carried by voice vote.

S 1211 Chairman Siddoway welcomed Senator Dan Schmidt to the podium to introduce
S 1211.

Senator Schmidt presented S 1211, which amends Idaho Code § 31-3517 to
authorize reimbursement for travel expenses for county commissioners who are
members of the Catastrophic Health Care Cost Program Board (Board). Senator
Schmidt pointed out that this section of code change was voted on during the
last legislative session but it did not pass the House; only a small section of
that code change is currently before the Committee. The Board consists of six
county commissioners, four legislators, the Director of the Department of Health
and Welfare and a Gubernatorial appointee. Senator Schmidt stated that county
commissioners are currently not compensated for their travel, noting that the
Idaho Association of Counties (IAC) will not reimburse travel expenses because
such action is not clearly outlined in statute.

Senator Johnson commented that notwithstanding the Board contract with the
IAC that does allow for travel reimbursement, he does support this legislation.

Chairman Siddoway also recognized that the contract permits reimbursement
for travel and expressed concern that the money budgeted for the Catastrophic
Health Care Cost Account (CAT Fund) be utilized to protect the health and
welfare of Idaho's citizens. Even though the amount requested is relatively small,
funds redirected for travel reimbursement are no longer available for citizens in
need. The Chairman sought assurance that the money will be spent in a manner
consistent with the mission of the program. Senator Schmidt explained the
administrative costs that are paid out of the CAT Fund to the IAC, which handles
the bulk of administrative work, and acknowledged that those funds will not be
available for patient care costs. He commented that travel expenses fall under
the same category of administrative costs.



Chairman Siddoway asked how many meetings are held per year and if
funding affects attendance at those meetings. Senator Schmidt responded that
commissioners from larger counties have more of a presence on the Board due
to larger county budgets, while commissioners from smaller counties typically
phone in, resulting in underrepresentation of these counties.

Senator Stennett sought confirmation regarding how commissioners are
compensated and if commissioners from rural counties are at a disadvantage due
to funding issues. Senator Schmidt did not comment on how commissioners
are compensated but stated that it is the responsibility of the respective county
to pay for travel.

MOTION: Senator Johnson moved to send S 1211 to the floor with a do pass
recommendation. Vice Chairman Guthrie seconded the motion. The motion
carried by voice vote.

GUBERNATORIAL
APPOINTMENT:

Senator Burgoyne moved to send the Gubernatorial appointment of Linda Pike
to the Idaho Board of Tax Appeals to the floor with the recommendation that
she be confirmed by the Senate. Senator Stennett seconded the motion. The
motion carried by voice vote.

GUBERNATORIAL
APPOINTMENT:

Vice Chairman Guthrie moved to send the Gubernatorial appointment of
David E. Kinghorn to the Idaho Board of Tax Appeals to the floor with the
recommendation that he be confirmed by the Senate. Senator Vick seconded
the motion. The motion carried by voice vote.

GUBERNATORIAL
APPOINTMENT:

Senator Rice moved to send the Gubernatorial appointment of Leland G.
Heinrich to the Idaho Board of Tax Appeals to the floor with the recommendation
that he be confirmed by the Senate. Senator Bayer seconded the motion. The
motion carried by voice vote.

ADJOURNED: There being no further business, Chairman Siddoway adjourned the meeting
at 3:15 p.m.

___________________________ ___________________________
Senator Siddoway Jennifer Carr
Chair Secretary
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AGENDA
SENATE LOCAL GOVERNMENT & TAXATION COMMITTEE

3:00 P.M.
Room WW53

Wednesday, February 03, 2016

SUBJECT DESCRIPTION PRESENTER
H 344 Tax Hardship Application Deadline Alan Dornfest, Idaho

State Tax Commission
H 345 Forest Land Designation Appeals Alan Dornfest, Idaho

State Tax Commission
H 347 Sales and Use Tax, Hand Tools Michael Chakarun,

Idaho State Tax
Commission

H 352 Income Tax, Employer Reports Tom Shaner, Idaho
State Tax Commission

H 425 Internal Revenue Code, Conformity Ken Roberts, Idaho
State Tax Commission

If you have written testimony, please provide a copy of it along with the
name of the person or organization responsible to the committee secretary
to ensure accuracy of records.
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MINUTES
SENATE LOCAL GOVERNMENT & TAXATION COMMITTEE

DATE: Wednesday, February 03, 2016
TIME: 3:00 P.M.
PLACE: Room WW53
MEMBERS
PRESENT:

Chairman Siddoway, Vice Chairman Guthrie, Senators Johnson, Rice, Vick, Bayer,
Stennett and Burgoyne

ABSENT/
EXCUSED:

Senator McKenzie

NOTE: The sign-in sheet, testimonies and other related materials will be retained with
the minutes in the committee's office until the end of the session and will then be
located on file with the minutes in the Legislative Services Library.

CONVENED: Chairman Siddoway called the meeting of the Local Government and Taxation
Committee (Committee) to order at 3:04 p.m. and asked the secretary to take a
silent roll.

H 344 Chairman Siddoway welcomed Alan Dornfest, Property Tax Policy Bureau Chief,
Idaho State Tax Commission (Commission), to the podium.

Mr. Dornfest presented H 344, which changes the filing date to apply for a hardship
exemption for relief from personal and real property taxes. The application deadline
in current law is June 20; all other applications to the Board of Equalization must
be filed by the fourth Monday in June. This legislation changes the deadline for
the hardship exemption to the fourth Monday in June, aligning application filing
dates. Mr. Dornfest indicated that the change also provides the taxpayer with a few
more days to file applications.

MOTION: Senator Johnson moved to approve H 344 with a do pass recommendation. Vice
Chairman Guthrie seconded the motion. The motion carried by voice vote.

H 345 Mr. Dornfest presented H 345, which provides an appeals process for taxpayers
relating to forestland designation. Taxpayers choose a tax designation for
timberland property, either as productive land (which precludes severance tax at
time of harvest), or as bare land (which assigns a 3 percent tax on the value of
timber at time of harvest). Taxpayers may defer this tax for a maximum of ten
years. Mr. Dornfest specified that the bill addresses problems associated only with
the bare land and yield tax option, should a county assessor determine a loss
of designation as timberland. Under current law, property taxes are due at the
time of redetermination and there is no appeals process in place. This legislation
establishes an appeals process that provides notice to the taxpayer and time to file
an appeal prior to billing, and is consistent with other property tax law.

MOTION: Senator Burgoyne moved to approve H 345 with a do pass recommendation.
Senator Vick seconded the motion. The motion carried by voice vote.

H 347 Michael Chakarun, Tax Policy Manager, Idaho State Tax Commission, presented
H 347. This legislation repeals language relating to hand tools costing $100 or
less, making these items exempt from sales tax when used in the production of
radio/television broadcasts, production of certain free newspapers, agricultural
irrigation and logging. Mr. Chakarun indicated these changes were made
consistent with 2015 HB 39, which removed the hand tools under $100 exclusion
from the production exemption.



MOTION: Senator Vick moved to approve H 347 with a do pass recommendation. Senator
Bayer seconded the motion. The motion carried by voice vote.

H 352 Tom Shaner, Income Tax Policy Specialist, Idaho State Tax Commission,
presented H 352. This legislation changes the due date for employers to file
employee income and withholding information with the Commission from the last
day of the second month to the last day of the first month. Mr. Shaner indicated the
change was made as a safeguard against identity theft and fraud and helps reduce
delays in requests for physical copies of W-2s for refund requests reviewed by the
Commission. He noted that the change is consistent with requirements in many
other states and also adds a five-business-day period for employers to correct
electronic filing errors. Mr. Shaner indicated the Commission received favorable
feedback from the Idaho Society of Certified Public Accountants and a local payroll
processing company. He then stood for questions.

Senator Rice asked if there was a process for extending the filing date for W-2s.
Mr. Shaner replied that he is unaware of a mechanism for a formal extension, but
if an individual requested an extension within the filing deadline, the Commission
may consider delaying a penalty; he stated he would report back with a definitive
answer. Senator Rice remarked that the federal government does provide
opportunity for a 30-day filing extension under certain circumstances and has a
corresponding form. He then asked how corrections are made on W-2s that are not
submitted electronically and if the taxpayer is penalized for taking such action. Mr.
Shaner replied that there is a process in place to receive subsequent corrected
W-2s, similar to an amended tax return. He pointed out that the bill adds five
business days to correct electronic filing errors, included at the request of industry
groups. Senator Rice asked for further clarification from the Commission regarding
extension procedures.

Senator Burgoyne asked if any state employers expressed opposition to this
legislation, to which Mr. Shaner responded that he is not aware of any opposition,
pointing out that these filing procedures are considered best-practice ideas within
the tax industry to help combat identity theft.

MOTION: Chairman Siddoway asked for unanimous consent that HB 352 be held in
Committee while awaiting clarification from the Commission regarding filing
extension procedures. There were no objections.

H 425 Ken Roberts, Chairman, Idaho State Tax Commission, presented H 425, the
annual tax conformity bill. Mr. Roberts stated that H 425 conforms Idaho income
tax statute to the Internal Revenue Code (IRC) effective January 1, 2016, and is
necessary because Idaho uses federal tax code as a base for determining taxable
income. He pointed out that conformity also relieves the Legislature from creating
and maintaining stand-alone tax code, simplifies tax preparation and facilitates
tax administration. The passage of this bill is essential for taxpayers and tax
professionals to begin processing and filing tax returns. Mr. Roberts explained the
fiscal impact, outlining the $17.2 million General Fund revenue deduction for fiscal
year (FY) 2016 and $28.7 million for FY 2017. He highlighted section 179, a federal
deduction that allows taxpayers to deduct the cost of qualifying property in the
year the asset is placed in service, rather than depreciating the asset over its tax
depreciation life. He pointed out that passage of the bill prevents the $500,000 cap
from resetting back to $25,000. Mr. Roberts then described additional changes in
language regarding the definition of marriage for the purpose of the Idaho Income
Tax Act. He indicated that the original language in subsection (c) was kept in the bill
and subsection (d) was added in accordance with a Supreme Court ruling. He then
stood for questions.
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Senator Rice commented on the nature of the fiscal note, questioning the timing
and sequence of lawmaking regarding the extension of federal deductions in
relation to the state budgetary process.

Senator Burgoyne remarked that the conformity bill is necessary legislation but
expressed a sense of disappointment that the language in subsection (c) was not
stricken from Idaho code. He commented on the fiscal note and the impact of the
179 deduction in the current economic environment at the state and national level.

Chairman Siddoway expressed disappointment that a resolution was not reached
by the Legislature regarding the issue of marriage in this circumstance, noting that
a conflict exists between state and national primacy over certain issues. He stated
that conformity is necessary, regardless of the conflicts pertaining to the definition
of marriage.

Senator Rice commented that the bill acknowledges federal court rulings pertaining
to the definition of marriage but does not change the result.

MOTION: Senator Rice moved to approve H 425 with a do pass recommendation. Senator
Johnson seconded the motion.

Vice Chairman Guthrie commented that while he will supports the legislation, he
feels subsections (c) and (d) are in conflict with one another. He also expressed
concern regarding the sovereignty of the states relating to federal court rulings.

The motion carried by voice vote.
ADJOURNED: There being no further business, Chairman Siddoway adjourned the meeting

at 3:50 p.m.

___________________________ ___________________________
Senator Siddoway Jennifer Carr
Chair Secretary
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3:00 P.M.
Room WW53
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SUBJECT DESCRIPTION PRESENTER
H 348 Sales and Use Tax, Paddleboards Michael Chakarun,

Idaho State Tax
Commission

H 353 Income Tax Withholding, Employers Cynthia Adrian, Idaho
State Tax Commission

H 358 Tax Commission, Requirement Removed Alan Dornfest, Idaho
State Tax Commission

H 361 Sales and Use Tax, Aircraft Russell Westerberg,
Western Aircraft
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MINUTES
SENATE LOCAL GOVERNMENT & TAXATION COMMITTEE

DATE: Thursday, February 04, 2016
TIME: 3:00 P.M.
PLACE: Room WW53
MEMBERS
PRESENT:

Vice Chairman Guthrie, Senators Rice, Vick, Bayer, Stennett and Burgoyne

ABSENT/
EXCUSED:

Chairman Siddoway, Senators McKenzie and Johnson

NOTE: The sign-in sheet, testimonies and other related materials will be retained with
the minutes in the committee's office until the end of the session and will then be
located on file with the minutes in the Legislative Services Library.

CONVENED: Vice Chairman Guthrie called the meeting to order at 3:01 p.m. and recognized
that Chairman Siddoway and Senator Johnson were attending a panel discussion
and absent from the Committee meeting.

H 348 Michael Chakarun, Tax Policy Manager, Idaho State Tax Commission
(Commission), presented H 348, which addresses a tax inequity pertaining to the
purchases of certain watercraft by nonresidents. The bill adds paddleboards and
similar vessels, defined as any boat intended to carry one or more person and is
11 or more feet in length, to the list of watercraft that are taxable to nonresident
purchasers. Mr. Chakarun pointed out that under current law, paddleboards
meeting these criteria may be purchased and used in Idaho by nonresidents without
paying sales tax.

Senator Stennett asked if there are other watercraft besides paddleboards that fit
the criteria outlined in H 348. Mr. Chakarun was unaware of any specific vessels
but indicated the language is inclusive of other watercraft that may emerge in the
future.

MOTION: Senator Stennett moved to approve H 348 with a do pass recommendation.
Senator Vick seconded the motion. The motion carried by voice vote.

H 353 Cynthia Adrian, Tax Policy Specialist, Idaho State Tax Commission, presented H
353. This legislation modifies § 63-3035, Idaho Code, and allows employers who
pay employees once a month to file and remit withholding on a monthly schedule
instead of twice a month under current law. Ms. Adrian noted that this change will
lessen the burden on employers who remit just once a month.

MOTION: Senator Bayer moved to approve H 353 with a do pass recommendation. Senator
Burgoyne seconded the motion. The motion carried by voice vote.

H 358 Alan Dornfest, Property Tax Policy Bureau Chief, Idaho State Tax Commission,
presented H 358. Mr. Dornfest explained the first technical change, which deletes
the requirement that the Commission provide valuation information to the Idaho
Department of Education and State Board of Education, indicating the report is
no longer being utilized. The second change pertains to the distribution of sales
tax revenue. Mr. Dornfest explained that there is a reference in the sales tax
distribution law that is not found within current statute; the legislation clarifies that
reference and provides direction to the appropriate section.

MOTION: Senator Bayer moved to approve H 358 with a do pass recommendation. Senator
Vick seconded the motion. The motion carried by voice vote.



H 361 Russell Westerberg, speaking on behalf of Western Aircraft, introduced H 361.
This legislation eliminates the June 30, 2016, expiration of the 1988 sales tax
exemption on aircraft (and parts installed on them) used to provide passenger
or freight service. Mr. Westerberg noted that the exemption was designed to
encourage commercial aircraft to enlist repair and maintenance services in Idaho
and has positively impacted aviation services around the State. He pointed out that
the exemption was instrumental in Sky West's decision to build a $18.5 million
facility at Boise Airport, and he suggested that Sky West would consider relocating
if the exemption were to expire. He then asked Austin Shontz, General Manager,
Western Aircraft, to the podium.

Mr. Shontz provided an overview of Western Aircraft's operations, as well as
the positive effects the exemption has had on its ability to compete with larger
companies, increase its labor force and expand its operations. Mr. Shontz
indicated that 47 out of 50 states currently have a sales exemption for aircraft
parts, and the continuation of the exemption will help create a level playing field for
aviation companies in Idaho.

Senator Stennett sought clarification regarding statistics pertaining to a decrease
in the labor force in 2015, as presented in slide 23 (see attachment 1). Mr. Shontz
explained that Western Aircraft restructured and resized its operations as a result of
market changes.

TESTIMONY: Jeff Jackson, CEO of Jackson Jet Center, spoke in support of H 361. Mr. Jackson
expressed how the exemption has allowed his business of aircraft management to
grow and prosper. He stated his competitors are largely out-of-state operators, and
without the exemption his company would be at a disadvantage.

Jani Revier, Administrator, Idaho Division of Financial Management (DFM),
expressed concern about the fiscal note as recorded in H 361. She stated that
DFM projects a fiscal impact of $1.7 million in fiscal year (FY) 2017 and $1.8 million
in each subsequent year, which represents the projected sales tax that would be
collected should the exemption expire. She pointed out DFM does not utilize
dynamic scoring when preparing fiscal impacts. Ms. Revier explained that the
projected fiscal impact is important because the forecasted revenue is used as the
basis for the budgeting process.

DISCUSSION: Senator Burgoyne inquired if the projected fiscal impact is a net of increased
employment and resulting income taxation that will occur as a result of a multiplier
effect, to which Ms. Revier responded that DFM does not take into consideration
dynamic scoring. She recognized that the multiplier effect does exist but explained
that DFM takes a more conservative approach when examining fiscal impact.

Vice Chairman Guthrie invited Mr. Westerberg back to the podium to offer a
closing statement. Mr. Westerberg noted that he consulted with DFM while
preparing this legislation and then highlighted the economic benefits the exemption
has provided the aircraft industry and the State of Idaho.

Vice Chairman Guthrie posed a question to Ms. Revier, asking if DFM reports
projected revenue under similar circumstances when legislation calls for the
continuation of an exemption. Ms. Revier replied that this is similar to tax extenders
or conformity bills and indicated that DFM is not opposed to the content of H 361
but wants to ensure accountability in the budgeting process.

Senator Burgoyne asked Ms. Revier if the projected fiscal impact figures take into
account a situation in which there is no additional business or revenue generated
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as a result of the exemption expiring. Ms. Revier responded that the fiscal impact
does not take dynamic factors into account when projecting fiscal impact.

MOTION: Senator Vick moved to approve H 361 with a do pass recommendation. Senator
Burgoyne seconded the motion.

Senator Bayer commented that he appreciated the presentation and subsequent
dialogue about the implications to business. He noted that although he does not
necessarily support the foregone collections perspective, he recognizes the value
of the exemption and supports the motion.

Senator Burgoyne commented that he believes the exemption has worked as
originally intended and the approach taken by industry in this case is what should be
expected from other stakeholders seeking a continuation of similar exemptions. He
remarked that he recognizes the approach taken by DFM in regards to projecting
fiscal impact, the Legislature should consider dynamic scoring, especially when
examining the economic benefits and consequences of such exemptions.

The motion was carried by voice vote.
ADJOURNED: There being no further business, Vice Chairman Guthrie adjourned the meeting

at 3:45 p.m.

___________________________ ___________________________
Senator Siddoway Jennifer Carr
Chair Secretary
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Western Aircraft Testimony 

Regarding H.361 – Sales Tax 

Exemption for Aircraft Parts

February 4, 2016

Austin Shontz, General Manager

Kevin Kaye, Controller

Brian Rehberg, Director Sales & Marketing

Peter Woodke, Govt Relations & Contracts Mgr



• Introduction – Western Aircraft

• The Sales Tax Exemption and the Aviation 

Services Industry

• What Does the Sales Tax Exemption Mean for 

Western Aircraft and Other Aviation Services 

Companies in Idaho?

• Western’s Master Plan with the Sales Tax 

Exemption
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Western Aircraft – Employment by 

Business Unit (179 Employees)

3

• Western Aircraft is an aviation services company located at the Boise Airport for more 

than 80 years. 

• Western has been an FAA certified repair station for 60 years and is one of 30 FAA 

certified repair stations in the state of Idaho.



The Sales Tax Exemption 

and the 

Aviation Services Industry
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47 out of 50 States have a Sales Tax Exemption 

for Aircraft Parts*
• Alabama

• Alaska

• Arizona

• Arkansas

• California

• Colorado

• Connecticut

• Delaware

• Florida

• Georgia

• Hawaii

• Idaho

• Illinois

• Kansas

• Kentucky

• Louisiana

• Maine

• Maryland

• Massachusetts

• Michigan

• Minnesota

• Mississippi

• Missouri

• Montana

• Nebraska

• Nevada

• New Hampshire

• New Jersey

• New Mexico

• New York

• North Carolina

• Ohio

• Oklahoma

• Oregon

• Pennsylvania
5

States with No Sales Tax 

Exemption

North Dakota

South Dakota

Texas

• Rhode Island

• South Carolina

• Tennessee

• Utah

• Virginia

• Vermont

• Washington

• West Virginia

• Wisconsin

• Wyoming

*Competitors’ States in Bold



Location of Key Competition/Marketplace

• 94% of Western’s business comes from out of state. To grow our business we 

must expand to the East.

• Since 2014, the following states have expanded or passed a sales tax 

exemption on aircraft parts: Arkansas, Georgia, Missouri, New York, South 

Carolina, Wisconsin and Nevada. 

• Western’s primary competitors all benefit from a sales tax exemption.

Western 

Aircraft

862 Aircraft

2,123 Aircraft

Dassault Falcon Jet  

and Duncan 

Aviation 



Western Faces Large Competitors

• All of Western’s key competitors benefit from a state sales tax exemption on installed aircraft parts.

• The market for aircraft maintenance services currently has approximately 50% excess capacity.

• The impact on companies like Western Aircraft is tighter margins and lower labor rates.

• Labor rates have decreased to $55-$75/hour on some projects.

Western Aircraft is competing against companies with multiple 

facilities and larger employee bases.
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What does the Sales Tax 

Exemption mean for the Idaho 

Aviation Services Industry and 

Western Aircraft?
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Aircraft Maintenance Drives Jobs 
• Accounts for approximately 70% of Western’s workforce. 

• Drives job growth and Western’s master plan. 

Maintenance has:

• Tightest margins and challenged labor rates.

• Fiercest competition out of all of Western’s business units. 

No sales tax exemption risks existing jobs, future job growth, and the 

economic benefits they provide.



• Without the sales tax exemption, Western’s competition will have an 

immediate and ongoing 6% cost advantage on sales of parts.

Sales Tax Impact - Large Job Detail
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(Aircraft Parts Margin = 8-12%)

(Market Rates = $55-75/hour)



Winning Large Jobs Drives Staffing

• Each of these jobs were > $500K and required more than 15 technicians.

• Increased win rate in this category will drive job growth and allow Western to follow 

its Master Plan.

• Competition is fierce and the sales tax exemption levels the playing field. All of 

Western’s key competitors benefit from a state sales tax exemption.

• Western is working to increase the quantity of jobs that we bid as well as our success 

rate against larger competitors.

Target is to win 

25% of these 

jobs - 33% win 

in 2015.
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Company Address Phone

AVIATION SPECIALITES UNLIMITED INC 4632 WEST AERONCA STREET, BOISE, ID 83705 (208) 426-8117

AVIONICS SHOP INC 105 JOSLIN WAY, TWIN FALLS, ID 83301 (208) 733-4855

BIRD SPACE TECHNOLOGY INC 1655 GLENGARY BAY RD., SANDPOINT, ID 83864 (509) 263-2549

CONYAN AVIATION INC 4888 AERONCA, BOISE, ID 83705 (208) 342-1042

EMPIRE AIRLINES INC 11549 N. ATLAS ROAD, HAYDEN, ID 83835 (208) 292-3850

EXECUTIVE AVIONICS INC 2465 COMMERCE AVENUE, BOISE, ID 83705 (208) 336-5571

HELICOPTER MAINTENANCE CORP 2465 COMMERCE AVENUE, BOISE, ID 83705 (208) 344-6521

HELL-JET CORP 4130 HELI PORT ROAD, NAMPA, ID 83687 (208) 318-0100

HILLCREST AIRCRAFT COMPANY INC 540 O'CONNOR ROAD, LEWISTON, ID 83501 (208) 746-8271

LENNYS AIRMOTIVE INC PO BOX 101, SALMON AIRPORT, SALMON, ID 83467 (208) 756-3152

MACHEN INC 10555 AIRPORT DRIVE, HAYDEN LAKE, ID 83835 (208) 762-0338

MISSION AVIATION FELLOWSHIP 107 N PILATUS LN, NAMPA, ID 83687 (208) 498-0800

NIICD AVIONICS 3833 S. DEVELOPMENT AVENUE, BOISE, ID 83705 (208) 387-5648

SELKIRK AVIATION INC 3155 CESSNA AVENUE, HAYDEN, ID 83835 (208) 664-9589

SKYLINE AIRCRAFT AVIONICS DIVISION 3323 AIRPORT RD, NAMPA, ID 83687 (208) 461-8458

TETON AVIONICS INC 1940 INTERNATIONAL WAY, IDAHO FALLS, ID 83402 (208) 524-2666

TETON AVJET LLC 253 WARBIRD LANE, DRIGGS, ID 83422 (208) 354-3188

TRANSPORTATION SYSTEMS INC 3541 RICKENBACKER , BOISE, ID 83705 (208) 343-2524

TURBO AIR INC 4000 S. ORCHARD,  BOISE, ID 83705 (208) 343-3300

WESTERN AIRCRAFT INC 4300 S KENNEDY ST, BOISE, ID 83705 (208) 338-1800

AERO ACCESSORY SVC INC 612 SCOTT STREET, BOISE, ID 83705 (208) 344-6461 

BOISE AEROSTAT SERVICE EXCHANGE 12378 CEDARWOOD DRIVE, BOISE, ID 83709 (208) 323-7278

JC & ASSOCIATES INC. 650 EAST AMITY, BOISE, ID 83716 (208) 338-1723

NAMPA VALEY HELICOPTERS INC 5717 ALBATROSS, BOISE, ID 83705 (208) 362-0851

PRECISION PROPELLER SERVICE INC 4777 AERONCA ST, BOISE, ID 83705 (208) 344-5161

Idaho Repair Stations

Idaho’s FAA Approved Repair Stations 
90% of the repair stations responding said that they benefit from the sales 

tax exemption.



Western Aircraft’s Master Plan 

with the Sales Tax Exemption



New Aircraft Coming to Market

14

• Falcon 8x - 2016 Entry Into Service

• Falcon 5x - 2017 Entry Into Service

• Pilatus PC24 - 2017 Entry Into Service



Master Plan
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• Two lease parcels were added in 2014 to prepare for the 

additional construction as part of our Master Plan.



 Tool Room & shops $1,100,000   Complete

 Parts Facility $1,000,000   Complete

 Misc. Capital Improvements $1,134,022 Complete  (2012 – 2015)

• Interiors Facility $2,000,000 

• Aircraft Sales Facility $700,000 

• Paint Hangar #1 $4,000,000

• Maintenance Hangar $4,000,000 

• Paint Hangar #2 $5,000,000 

Total Planned Spending $18,934,022

Capital Investment Plan 
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• Occupancy Date: January 2014

• 14,000 square feet
17

New Parts Warehouse - Complete 2014
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Infill Building – Complete June 2014

• Occupancy Date: June 2014

• 12,000 square feet



22,940 ft2 building at Kennedy & Boeing Streets
– Across the street from the new OTC parts facility

Proposed Interiors Facility
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Proposed Aircraft Sales & Charter Facility

20

Attached to the existing Hangar 5, facing Aeronca Street



Proposed Paint Facility with Future 

Downdraft Bay

Phase II

Phase III

21



• Increased employment by an annual average of 26 positions.

– Added $2.77M to annual payroll.

– Produced a total sales and income tax benefit of $407K utilizing the formula 

provide by the Idaho Department of Labor.

– Increased average salary from $54,535 to $61,956. 

• Spent $3.3M on capital improvements with another $15M in the 

master plan. 

– Capital spending generated $79K of sales tax revenue.

• Generated $500K per year of spending on hotel rooms, rental cars 

and restaurants by its customers.

Since Passage of the Sales Tax Exemption in 

March 2012 Western Aircraft has:

22



Western Aircraft Maintenance Employment with and 

without the Sales Tax Exemption



Western Aircraft – Projected Sales, Income and 

Construction Tax Collection and the Sales Tax Exemption



Re-authorization of the sales tax exemption in 2016 is 
imperative to create a level playing field for aviation 
companies in Idaho.

• 94% of Western Aircraft’s business comes from out of state.
– We compete in a national marketplace.

– Competition is fierce.

– To be competitive we must attract more out-of-state business. 

• 47 out of 50 states have a sales tax exemption on installed aircraft parts.
– Arkansas, Georgia, Missouri, New York, South Carolina, Wisconsin and Nevada passed 

the exemption since 2014.

• 90% of responding Idaho FAA Repair Stations (representing 1,000 jobs) said 
they benefit from the sales tax exemption. 

• The sales tax exemption benefits the state of Idaho by allowing companies to 
compete and grow their business, generating new jobs, and increasing capital 
investment.

Conclusion

25



Western Aircraft appreciates the 

support from the Idaho legislature and 

requests reauthorization of the sales 

tax exemption and the permanent 

removal of the sunset provision.

26



Questions?
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Appendix

28



Western Faces Excess Capacity in the 

Industry 

29
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• The market for aircraft maintenance services currently has 

approximately 50% excess capacity.

• The impact on companies like Western Aircraft is tighter margins and 

lower labor rates.

• Labor rates have decreased to $55-$75/hour on some projects.



30

• Western Aircraft is an aviation services company located at the Boise 

Airport for more than 80 years.

• Western has been an FAA certified repair station for 60 years and is one 

of 30 FAA certified repair stations in the state of Idaho.



Idaho Sales Tax Exemption for Aircraft 

Parts passed in 2012

• Applies only to non-resident aircraft. 

• Includes aircraft of any size in private use (Part 91). 
No weight restriction.

• Restricts the tax exemption to parts installed at FAA 
approved repair stations.

• The exemption includes a sunset clause and will 
expire on June 30, 2016 unless re-authorized by the 
Idaho Legislature.
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94% of Western Aircraft’s business comes from out of state

Benefits Western Aircraft and 29 other companies throughout Idaho



Key Competition - Employment

Location Company Employment

Sales Tax on 

Aircraft Parts?

Boise, ID Western Aircraft 179 No

Battle Creek, MI Duncan Aviation 574 No

Lincoln, NE Duncan Aviation 1897 No

Provo, UT Duncan Aviation 18 No

Wichita, KS Bombardier & Hawker Beech 400 No

Little Rock, AR Dassault FalconJet 1400 No

Reno, NV Dassault FalconJet 18 No

Wilmington, DE Dassault FalconJet 340 No

Springfield, IL Standard Aero 300 No

St. Louis, MO Midcoast (Jet Aviation) 950 No

East Alton, IL West Star Aviation 210 No

Grand Junction, CO West Star Aviation 300 No

Total Employment 6586

In states w/o sales tax on parts 6586

In states w/ sales tax on parts 0
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• None of Western’s competitors charge a sales tax on installed parts.



• Creates a level playing field for Idaho aviation service 

companies when competing with larger companies.

• Leads to opportunities to win large out-of-state projects.

• Provides overall stability of employment.

• Promotes growth leading to increased good paying 

skilled jobs.

The Sales Tax Exemption Benefits 

Aircraft Operations in Idaho including 

Western Aircraft

33



• We Provide Customers with Fuel Credits to Fly an 

Aircraft to Idaho and Fly Over Competition.

• We Offer Discounted Labor Rates to Customers.

• We Provide Hotel Rooms and Rental Car Services.

What else must Western do to Compete for 

Large Jobs (94% Out of State Customers)?
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• Hire local Idaho residents

64% of new hires at Western Aircraft from 2012 
thru 2015 were Idaho residents.

• Veteran Workforce

30% of Western Aircraft’s Workforce are 
Veterans.

Of these individuals, 76% work in Aircraft 
Maintenance.

Commitment to Hire Idaho Residents and 

Veterans
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• Partner with Idaho State University

– Donated cockpit trainer in 2012

– Conducted training courses in 2012, 2013 and 2014

– In 2015, 2 Interns came from Idaho State and Western hired 1 
female A&P Tech

– Attended ISU Tech Expo for High School students 2014, 2015 and 
planned for 2016

– In 2015, hosted tour and information session for educators from 
State of Idaho Division of Professional & Technical Education

– Planned for 2016

• Interview for Intern & Tech 1 positions in Spring

• More training courses

• Create paid internships at Western Aircraft 

– Hired engineering interns in 2013, 2014, and 2015

– Hired technician interns in 2014 and 2015

– Open house with Dehryl Dennis Tech Center in 2012 and 2013

Partnership with ISU and Internships
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Working with OEM’s to Expand Fleet 

Types

37



Boise

• More than 60 new customers were landed at Western from 2012 thru 2015.

• The sales tax exemption is helping to grow Western’s market share.

New Markets and Market Share Growth
Alberta



New Fleet Capability - Challenger

Commitment: Add Challenger to maintenance capabilities

Actual: Western Aircraft added Challenger in 2012 and two other 

fleet types (Quest and Cessna) in 2013.
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Expanding Western’s Capabilities

40

• Expanded Avionics and Interiors Capabilities

• Added PT6 Engine Repair Capability

• Added NDT (Non-Destructive Testing) Capability



Expand Avionics Capability

Commitment: Expand Avionics Capability 

Actual: Added 8 avionics technicians in 2013. 

Staff fully trained on Garmin G1000 and Falcon Easy2 mods
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Expanded Interior Capability

Commitment: Expand Interiors Capability

Actual: Increased interiors shop from 5 to 18 employees in 2012 

Shop is now fully staffed and capable
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New PT6 Engine Repair Capability

43

• Technician performs torque limit testing and borescope inspection on PT6 engine

• In 2014 Western gained authorization to disassemble and inspect the core engine



44

New Tool Room- Infill Building
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New Data Center in Hangar 2



Hangar 3 Upgrades

• Made possible by relocating Avionics to new facility

• Supports additional back shop activity and design center



New Training Room- Infill Building
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New Planning Offices in Hangar 2



49

New Avionics Shop- Infill Building



Western Aircraft Testimony 

Regarding H.361 – Sales Tax 

Exemption for Aircraft Parts

February 4, 2016

Austin Shontz, General Manager

Kevin Kaye, Controller

Brian Rehberg, Director Sales & Marketing

Peter Woodke, Govt Relations & Contracts Mgr



• Introduction – Western Aircraft

• The Sales Tax Exemption and the Aviation 

Services Industry

• What Does the Sales Tax Exemption Mean for 

Western Aircraft and Other Aviation Services 

Companies in Idaho?

• Western’s Master Plan with the Sales Tax 

Exemption

2



Western Aircraft – Employment by 

Business Unit (179 Employees)

3

• Western Aircraft is an aviation services company located at the Boise Airport for more 

than 80 years. 

• Western has been an FAA certified repair station for 60 years and is one of 30 FAA 

certified repair stations in the state of Idaho.



The Sales Tax Exemption 

and the 

Aviation Services Industry

4



47 out of 50 States have a Sales Tax Exemption 

for Aircraft Parts*
• Alabama

• Alaska

• Arizona

• Arkansas

• California

• Colorado

• Connecticut

• Delaware

• Florida

• Georgia

• Hawaii

• Idaho

• Illinois

• Kansas

• Kentucky

• Louisiana

• Maine

• Maryland

• Massachusetts

• Michigan

• Minnesota

• Mississippi

• Missouri

• Montana

• Nebraska

• Nevada

• New Hampshire

• New Jersey

• New Mexico

• New York

• North Carolina

• Ohio

• Oklahoma

• Oregon

• Pennsylvania
5

States with No Sales Tax 

Exemption

North Dakota

South Dakota

Texas

• Rhode Island

• South Carolina

• Tennessee

• Utah

• Virginia

• Vermont

• Washington

• West Virginia

• Wisconsin

• Wyoming

*Competitors’ States in Bold



Location of Key Competition/Marketplace

• 94% of Western’s business comes from out of state. To grow our business we 

must expand to the East.

• Since 2014, the following states have expanded or passed a sales tax 

exemption on aircraft parts: Arkansas, Georgia, Missouri, New York, South 

Carolina, Wisconsin and Nevada. 

• Western’s primary competitors all benefit from a sales tax exemption.

Western 

Aircraft

862 Aircraft

2,123 Aircraft

Dassault Falcon Jet  

and Duncan 

Aviation 



Western Faces Large Competitors

• All of Western’s key competitors benefit from a state sales tax exemption on installed aircraft parts.

• The market for aircraft maintenance services currently has approximately 50% excess capacity.

• The impact on companies like Western Aircraft is tighter margins and lower labor rates.

• Labor rates have decreased to $55-$75/hour on some projects.

Western Aircraft is competing against companies with multiple 

facilities and larger employee bases.



8

What does the Sales Tax 

Exemption mean for the Idaho 

Aviation Services Industry and 

Western Aircraft?
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Aircraft Maintenance Drives Jobs 
• Accounts for approximately 70% of Western’s workforce. 

• Drives job growth and Western’s master plan. 

Maintenance has:

• Tightest margins and challenged labor rates.

• Fiercest competition out of all of Western’s business units. 

No sales tax exemption risks existing jobs, future job growth, and the 

economic benefits they provide.



• Without the sales tax exemption, Western’s competition will have an 

immediate and ongoing 6% cost advantage on sales of parts.

Sales Tax Impact - Large Job Detail

10

(Aircraft Parts Margin = 8-12%)

(Market Rates = $55-75/hour)



Winning Large Jobs Drives Staffing

• Each of these jobs were > $500K and required more than 15 technicians.

• Increased win rate in this category will drive job growth and allow Western to follow 

its Master Plan.

• Competition is fierce and the sales tax exemption levels the playing field. All of 

Western’s key competitors benefit from a state sales tax exemption.

• Western is working to increase the quantity of jobs that we bid as well as our success 

rate against larger competitors.

Target is to win 

25% of these 

jobs - 33% win 

in 2015.

11
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Company Address Phone

AVIATION SPECIALITES UNLIMITED INC 4632 WEST AERONCA STREET, BOISE, ID 83705 (208) 426-8117

AVIONICS SHOP INC 105 JOSLIN WAY, TWIN FALLS, ID 83301 (208) 733-4855

BIRD SPACE TECHNOLOGY INC 1655 GLENGARY BAY RD., SANDPOINT, ID 83864 (509) 263-2549

CONYAN AVIATION INC 4888 AERONCA, BOISE, ID 83705 (208) 342-1042

EMPIRE AIRLINES INC 11549 N. ATLAS ROAD, HAYDEN, ID 83835 (208) 292-3850

EXECUTIVE AVIONICS INC 2465 COMMERCE AVENUE, BOISE, ID 83705 (208) 336-5571

HELICOPTER MAINTENANCE CORP 2465 COMMERCE AVENUE, BOISE, ID 83705 (208) 344-6521

HELL-JET CORP 4130 HELI PORT ROAD, NAMPA, ID 83687 (208) 318-0100

HILLCREST AIRCRAFT COMPANY INC 540 O'CONNOR ROAD, LEWISTON, ID 83501 (208) 746-8271

LENNYS AIRMOTIVE INC PO BOX 101, SALMON AIRPORT, SALMON, ID 83467 (208) 756-3152

MACHEN INC 10555 AIRPORT DRIVE, HAYDEN LAKE, ID 83835 (208) 762-0338

MISSION AVIATION FELLOWSHIP 107 N PILATUS LN, NAMPA, ID 83687 (208) 498-0800

NIICD AVIONICS 3833 S. DEVELOPMENT AVENUE, BOISE, ID 83705 (208) 387-5648

SELKIRK AVIATION INC 3155 CESSNA AVENUE, HAYDEN, ID 83835 (208) 664-9589

SKYLINE AIRCRAFT AVIONICS DIVISION 3323 AIRPORT RD, NAMPA, ID 83687 (208) 461-8458

TETON AVIONICS INC 1940 INTERNATIONAL WAY, IDAHO FALLS, ID 83402 (208) 524-2666

TETON AVJET LLC 253 WARBIRD LANE, DRIGGS, ID 83422 (208) 354-3188

TRANSPORTATION SYSTEMS INC 3541 RICKENBACKER , BOISE, ID 83705 (208) 343-2524

TURBO AIR INC 4000 S. ORCHARD,  BOISE, ID 83705 (208) 343-3300

WESTERN AIRCRAFT INC 4300 S KENNEDY ST, BOISE, ID 83705 (208) 338-1800

AERO ACCESSORY SVC INC 612 SCOTT STREET, BOISE, ID 83705 (208) 344-6461 

BOISE AEROSTAT SERVICE EXCHANGE 12378 CEDARWOOD DRIVE, BOISE, ID 83709 (208) 323-7278

JC & ASSOCIATES INC. 650 EAST AMITY, BOISE, ID 83716 (208) 338-1723

NAMPA VALEY HELICOPTERS INC 5717 ALBATROSS, BOISE, ID 83705 (208) 362-0851

PRECISION PROPELLER SERVICE INC 4777 AERONCA ST, BOISE, ID 83705 (208) 344-5161

Idaho Repair Stations

Idaho’s FAA Approved Repair Stations 
90% of the repair stations responding said that they benefit from the sales 

tax exemption.



Western Aircraft’s Master Plan 

with the Sales Tax Exemption



New Aircraft Coming to Market

14

• Falcon 8x - 2016 Entry Into Service

• Falcon 5x - 2017 Entry Into Service

• Pilatus PC24 - 2017 Entry Into Service



Master Plan

15

• Two lease parcels were added in 2014 to prepare for the 

additional construction as part of our Master Plan.



 Tool Room & shops $1,100,000   Complete

 Parts Facility $1,000,000   Complete

 Misc. Capital Improvements $1,134,022 Complete  (2012 – 2015)

• Interiors Facility $2,000,000 

• Aircraft Sales Facility $700,000 

• Paint Hangar #1 $4,000,000

• Maintenance Hangar $4,000,000 

• Paint Hangar #2 $5,000,000 

Total Planned Spending $18,934,022

Capital Investment Plan 
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• Occupancy Date: January 2014

• 14,000 square feet
17

New Parts Warehouse - Complete 2014
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Infill Building – Complete June 2014

• Occupancy Date: June 2014

• 12,000 square feet



22,940 ft2 building at Kennedy & Boeing Streets
– Across the street from the new OTC parts facility

Proposed Interiors Facility
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Proposed Aircraft Sales & Charter Facility

20

Attached to the existing Hangar 5, facing Aeronca Street



Proposed Paint Facility with Future 

Downdraft Bay

Phase II

Phase III
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• Increased employment by an annual average of 26 positions.

– Added $2.77M to annual payroll.

– Produced a total sales and income tax benefit of $407K utilizing the formula 

provide by the Idaho Department of Labor.

– Increased average salary from $54,535 to $61,956. 

• Spent $3.3M on capital improvements with another $15M in the 

master plan. 

– Capital spending generated $79K of sales tax revenue.

• Generated $500K per year of spending on hotel rooms, rental cars 

and restaurants by its customers.

Since Passage of the Sales Tax Exemption in 

March 2012 Western Aircraft has:

22



Western Aircraft Maintenance Employment with and 

without the Sales Tax Exemption



Western Aircraft – Projected Sales, Income and 

Construction Tax Collection and the Sales Tax Exemption



Re-authorization of the sales tax exemption in 2016 is 
imperative to create a level playing field for aviation 
companies in Idaho.

• 94% of Western Aircraft’s business comes from out of state.
– We compete in a national marketplace.

– Competition is fierce.

– To be competitive we must attract more out-of-state business. 

• 47 out of 50 states have a sales tax exemption on installed aircraft parts.
– Arkansas, Georgia, Missouri, New York, South Carolina, Wisconsin and Nevada passed 

the exemption since 2014.

• 90% of responding Idaho FAA Repair Stations (representing 1,000 jobs) said 
they benefit from the sales tax exemption. 

• The sales tax exemption benefits the state of Idaho by allowing companies to 
compete and grow their business, generating new jobs, and increasing capital 
investment.

Conclusion

25



Western Aircraft appreciates the 

support from the Idaho legislature and 

requests reauthorization of the sales 

tax exemption and the permanent 

removal of the sunset provision.
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Questions?

27



Appendix

28



Western Faces Excess Capacity in the 

Industry 

29
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• The market for aircraft maintenance services currently has 

approximately 50% excess capacity.

• The impact on companies like Western Aircraft is tighter margins and 

lower labor rates.

• Labor rates have decreased to $55-$75/hour on some projects.
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• Western Aircraft is an aviation services company located at the Boise 

Airport for more than 80 years.

• Western has been an FAA certified repair station for 60 years and is one 

of 30 FAA certified repair stations in the state of Idaho.



Idaho Sales Tax Exemption for Aircraft 

Parts passed in 2012

• Applies only to non-resident aircraft. 

• Includes aircraft of any size in private use (Part 91). 
No weight restriction.

• Restricts the tax exemption to parts installed at FAA 
approved repair stations.

• The exemption includes a sunset clause and will 
expire on June 30, 2016 unless re-authorized by the 
Idaho Legislature.
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94% of Western Aircraft’s business comes from out of state

Benefits Western Aircraft and 29 other companies throughout Idaho



Key Competition - Employment

Location Company Employment

Sales Tax on 

Aircraft Parts?

Boise, ID Western Aircraft 179 No

Battle Creek, MI Duncan Aviation 574 No

Lincoln, NE Duncan Aviation 1897 No

Provo, UT Duncan Aviation 18 No

Wichita, KS Bombardier & Hawker Beech 400 No

Little Rock, AR Dassault FalconJet 1400 No

Reno, NV Dassault FalconJet 18 No

Wilmington, DE Dassault FalconJet 340 No

Springfield, IL Standard Aero 300 No

St. Louis, MO Midcoast (Jet Aviation) 950 No

East Alton, IL West Star Aviation 210 No

Grand Junction, CO West Star Aviation 300 No

Total Employment 6586

In states w/o sales tax on parts 6586

In states w/ sales tax on parts 0
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• None of Western’s competitors charge a sales tax on installed parts.



• Creates a level playing field for Idaho aviation service 

companies when competing with larger companies.

• Leads to opportunities to win large out-of-state projects.

• Provides overall stability of employment.

• Promotes growth leading to increased good paying 

skilled jobs.

The Sales Tax Exemption Benefits 

Aircraft Operations in Idaho including 

Western Aircraft

33



• We Provide Customers with Fuel Credits to Fly an 

Aircraft to Idaho and Fly Over Competition.

• We Offer Discounted Labor Rates to Customers.

• We Provide Hotel Rooms and Rental Car Services.

What else must Western do to Compete for 

Large Jobs (94% Out of State Customers)?
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• Hire local Idaho residents

64% of new hires at Western Aircraft from 2012 
thru 2015 were Idaho residents.

• Veteran Workforce

30% of Western Aircraft’s Workforce are 
Veterans.

Of these individuals, 76% work in Aircraft 
Maintenance.

Commitment to Hire Idaho Residents and 

Veterans
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• Partner with Idaho State University

– Donated cockpit trainer in 2012

– Conducted training courses in 2012, 2013 and 2014

– In 2015, 2 Interns came from Idaho State and Western hired 1 
female A&P Tech

– Attended ISU Tech Expo for High School students 2014, 2015 and 
planned for 2016

– In 2015, hosted tour and information session for educators from 
State of Idaho Division of Professional & Technical Education

– Planned for 2016

• Interview for Intern & Tech 1 positions in Spring

• More training courses

• Create paid internships at Western Aircraft 

– Hired engineering interns in 2013, 2014, and 2015

– Hired technician interns in 2014 and 2015

– Open house with Dehryl Dennis Tech Center in 2012 and 2013

Partnership with ISU and Internships
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Working with OEM’s to Expand Fleet 

Types

37



Boise

• More than 60 new customers were landed at Western from 2012 thru 2015.

• The sales tax exemption is helping to grow Western’s market share.

New Markets and Market Share Growth
Alberta



New Fleet Capability - Challenger

Commitment: Add Challenger to maintenance capabilities

Actual: Western Aircraft added Challenger in 2012 and two other 

fleet types (Quest and Cessna) in 2013.
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Expanding Western’s Capabilities

40

• Expanded Avionics and Interiors Capabilities

• Added PT6 Engine Repair Capability

• Added NDT (Non-Destructive Testing) Capability



Expand Avionics Capability

Commitment: Expand Avionics Capability 

Actual: Added 8 avionics technicians in 2013. 

Staff fully trained on Garmin G1000 and Falcon Easy2 mods
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Expanded Interior Capability

Commitment: Expand Interiors Capability

Actual: Increased interiors shop from 5 to 18 employees in 2012 

Shop is now fully staffed and capable
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New PT6 Engine Repair Capability

43

• Technician performs torque limit testing and borescope inspection on PT6 engine

• In 2014 Western gained authorization to disassemble and inspect the core engine
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New Tool Room- Infill Building
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New Data Center in Hangar 2



Hangar 3 Upgrades

• Made possible by relocating Avionics to new facility

• Supports additional back shop activity and design center



New Training Room- Infill Building
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New Planning Offices in Hangar 2
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New Avionics Shop- Infill Building





AMENDED AGENDA #1
SENATE LOCAL GOVERNMENT & TAXATION COMMITTEE

3:00 P.M.
Room WW53

Tuesday, February 09, 2016

SUBJECT DESCRIPTION PRESENTER
MINUTES Approval of Minutes from January 26, 2016 Senator Bayer
H 352 Income Tax, Employer Reports Chairman Siddoway
H 359 Operating Property, Taxable Value Alan Dornfest, Idaho

State Tax Commission
H 360 Taxing Districts, Date Requirements Alan Dornfest
H 376 Cigarette Tax, Wholesaler Bonding Michael Chakarun,

Idaho State Tax
Commission

COMMITTEE MEMBERS COMMITTEE SECRETARY
Chairman Siddoway Sen Vick Jennifer Carr
Vice Chairman Guthrie Sen Bayer Room: WW50
Sen McKenzie Sen Stennett Phone: 332-1315
Sen Johnson Sen Burgoyne email: sloc@senate.idaho.gov

Sen Rice

http://www.legislature.idaho.gov/legislation/2016/H0352.htm
http://www.legislature.idaho.gov/legislation/2016/H0359.htm
http://www.legislature.idaho.gov/legislation/2016/H0360.htm
http://www.legislature.idaho.gov/legislation/2016/H0376.htm


MINUTES
SENATE LOCAL GOVERNMENT & TAXATION COMMITTEE

DATE: Tuesday, February 09, 2016
TIME: 3:00 P.M.
PLACE: Room WW53
MEMBERS
PRESENT:

Chairman Siddoway, Vice Chairman Guthrie, Senators McKenzie, Johnson, Vick,
Bayer, Stennett and Burgoyne

ABSENT/
EXCUSED:

Senator Rice

NOTE: The sign-in sheet, testimonies and other related materials will be retained with
the minutes in the committee's office until the end of the session and will then be
located on file with the minutes in the Legislative Services Library.

CONVENED: Vice Chairman Guthrie called the meeting of the Local Government and Taxation
Committee (Committee) to order at 3:04 p.m. and asked the secretary to take
a silent roll. He noted that Chairman Siddoway would be joining the Committee
meeting after attending a panel discussion.

MINUTES
APPROVAL:

Senator Bayer moved to approve the Minutes of January 26, 2016. Senator
Stennett seconded the motion. The motion carried by voice vote.

H 359 Alan Dornfest, Property Tax Policy Bureau Chief, Idaho State Tax Commission
(Commission), presented H 359. The purpose of this legislation is to clarify that
operating property is not apportioned to flood control, community infrastructure,
watershed improvement, herd and levee districts. These taxing districts only levy
on real property. Mr. Dornfest noted that this bill provides clarity and continuation
of current practice. He explained that prior to statutory changes made in 2008
HB 599, operating property was not delineated into real and personal property.
This meant that for certain taxing districts, specifically flood control, community
infrastructure, watershed improvement, herd and levee districts, which are only
permitted to levy property tax against real property, operating property companies
did not pay any tax. Mr. Dornfest indicated the Commission seeks to codify current
practice by providing that operating property not be included in the taxable value
for the purpose of making a levy against real property.

MOTION: Senator Johnson moved to approve H 359 with a do pass recommendation.
Senator Bayer seconded the motion. The motion carried by voice vote.

H 360 Mr. Dornfest presented H 360, pertaining to filing requirements for taxing districts.
This legislation requires taxing districts be formed by January 1 in order to levy
property tax in the subsequent year. Mr. Dornfest indicated that all taxing districts,
with the exception of three community infrastructure districts in Ada County, are
currently held to this provision. The bill requires all districts in the State of Idaho
be subject to the January 1 filing deadline, and he noted that this will reduce the
likelihood of levy calculation errors and mapping and tax code area inconsistencies.
Mr. Dornfest also specified that enforcement will not go into effect until January 1,
2017, in order to incorporate any new community infrastructure districts that may
form. He then stood for questions.

Senator McKenzie asked if a different filing date for community infrastructure
districts is written in statute and in which case would need to be redacted, or is not
clearly stated in current code. Mr. Dornfest replied that current code is unclear
because it does not include a filing date for these districts.



Senator Burgoyne inquired if urban renewal districts are affected by this
legislation, to which Mr. Dornfest replied that urban renewal districts are already
held to the January 1 filing requirement.

Senator Bayer asked how the proposed filing date change may affect the process
for cities considering expansion through annexation. Mr. Dornfest replied that
cities are already held to the January 1 filing requirement, so the legislation would
not impact that process. He emphasized that there is no change for any taxing
district except community infrastructure districts.

Senator Burgoyne asked if the three community infrastructure districts specified
were involved in drafting this legislation and provided a position regarding the filing
date change. Mr. Dornfest replied that the Commission did not reach out to these
districts.

MOTION: Senator Johnson moved to approve H 360 with a do pass recommendation. Vice
Chairman Guthrie seconded the motion. The motion carried by voice vote.

H 376 Michael Chakarun, Tax Policy Manager, Idaho State Tax Commission, presented
H 376, which updates cigarette tax bonding requirements in § 63-2510A, Idaho
Code. Mr. Chakarun reported that this legislation repeals the minimum bond
requirement of $1,000 and now requires a bond amount to be the greater of twice
the estimated average tax liability for the reporting period or the value of stamps in
the wholesaler's inventory, including the value of stamps ordered but not received.
The legislation also continues the bond waiver program. Mr. Chakarun explained
that there is guesswork on the part of the taxpayer when applying for a permit to
become a cigarette wholesaler; often, a minimum bond requirement is provided by
the applicant, who subsequently requests more cigarettes than are covered by the
initial bond amount. The result is continued back-and-forth communication between
the Commission and applicant to determine the correct bond amount. He indicated
that the proposed changes will streamline this process. Mr. Chakarun also stated
the cost of stamps and cigarettes are now more expensive, making the original
bond amount obsolete. He then stood for questions.

Senator Stennett asked if the proposed changes are a result of delinquency or loss
caused by applicants manipulating the bond application process. Mr. Chakarun
responded that the Commission does not currently have problems with permit
holders; as a preemptive approach, the Commission wants to ensure that the
correct bond amount is identified at the front-end of the process.

Senator Burgoyne sought clarification on the relationship between the value
of stamps and estimated tax liability. Mr. Chakarun explained that through the
proposed changes the Commission wants to be able to match the tax liability with
the amount of bonds in place.

Chairman Siddoway asked for clarification on how stamps are placed on cigarette
packages. Mr. Chakarun explained there is a machine that applies stamps to
individual packages of cigarettes before the box is sealed. In some cases, the
wholesaler will send cigarettes unstamped to the distributor, who will then apply the
stamps.

MOTION: Vice Chairman Guthrie moved to approve H 376 with a do pass recommendation.
Senator McKenzie seconded the motion. The motion carried by voice vote.
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H 352 Chairman Siddoway invited Tom Shaner, Tax Policy Specialist, Idaho State Tax
Commission, to the podium.

Mr. Shaner provided clarification to the Committee regarding questions posed
about tax extension procedures during a previous meeting. He explained that the
Commission does allow for certain extensions, noting that Idaho Code § 63-114
allows for a one-year extension for an officially declared disaster; in addition, he
described a Commission rule that allows for a one-month filing extension. Mr.
Shaner pointed out that the Commission routinely receives and honors state
extension requests and will honor federal extensions as well.

Senator Burgoyne asked if a federal extension is granted in conjunction with
a state exemption, is the taxpayer then not obligated to pay and report until the
extension period expires. Mr. Shaner explained that Idaho routinely grants 30-day
extensions under reasonable circumstances. Senator Burgoyne then asked if the
state waiver simply provides a reconciliation period or relieves the taxpayer of the
obligation to pay, and how such policy relates to Internal Revenue Service (IRS)
policy. Mr. Shaner replied that report and payment are delayed 30 days by the
State without penalty, while the IRS provides 15 days for such action. He indicated
that if the IRS granted a waiver, the Commission would take similar action.

MOTION: Vice Chairman Guthrie moved to approve H 352 with a do pass recommendation.
Senator Stennett seconded the motion. The motion carried by voice vote.

ADJOURNED: There being no further business, Chairman Siddoway adjourned the meeting
at 3:30 p.m.

___________________________ ___________________________
Senator Siddoway Jennifer Carr
Chair Secretary
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HOUSE REVENUE & TAXATION COMMITTEE

DATE: Tuesday, February 16, 2016
TIME: 9:00 A.M.
PLACE: House Majority Caucus Room
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Chairman Siddoway, Vice Chairman Guthrie, Senators McKenzie, Johnson, Rice,
Vick, Bayer, Stennett and Burgoyne
Chairman Collins, Representatives Moyle, Raybould, Anderson, Anderst, Dayley,
Hartgen (Hartgen), Kauffman, Nate, Scott, Thompson, Erpelding, Nye and Rudolph
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Vice Chairman Trujillo and Representative Chaney

NOTE: The sign-in sheet, testimonies and other related materials will be retained with
the minutes in the committee's office until the end of the session and will then be
located on file with the minutes in the Legislative Services Library.

CONVENED: Chairman Collins called the joint meeting of the Senate Local Government and
Taxation Committee and House Revenue and Taxation Committee to order at 9:01
a.m. He welcomed members from both committees and explained that the meeting
was intended to provide a forum for discussion on tax issues, as well as a review of
the progress of the Tax Working Group.

Chairman Siddoway explained that the decision to meet in a different location was
to allow face-to-face discussion and gather ideas on how to proceed in terms of
future tax policy. He welcomed Senators Lee and Den Hartog, who are members of
the Tax Working Group.

PRESENTATION: Eric Milstead, Director, Legislative Services Office (LSO), reviewed the work and
progress of the 2015 Tax Working Group. Mr. Milstead noted that this group was
appointed in September 2015, to discuss tax policy, identify short- and long-term
goals and develop strategies to avoid potential late-session issues. He indicated
that as the Group's work progressed, the focus narrowed to include income, sales
and personal property tax. Mr. Milstead then discussed the Group's visits to the
Utah legislature and the knowledge gained from those visits regarding Utah's
process of creating and implementing tax policy. He highlighted the collaborative
nature of their approach, as well as their emphasis on transparency and public
outreach, which contributed to their success in achieving their goals. Mr. Milstead
shifted his focus back to the Idaho Working Tax Group, providing information on
the varying tax issues addressed, noting topics of general and specific emphasis
(see attachment 1), as well as Idaho's current tax exemptions and deductions (see
attachment 2). He addressed possible pathways to future implementation of tax
reform, including the creation of a permanent interim tax committee by concurrent
resolution. Mr. Milstead argued that the benefit of such a committee, when given
specific directives, is the ability to handle groundwork for germane committees. He
suggested that LSO may be utilized for limited staffing; for more extensive staffing
needs, money would need to be appropriated for permanent positions.



DISCUSSION: Chairman Collins asked the members for input regarding a target tax rate to work
towards, referencing Utah's progression to a 5 percent tax rate.

Chairman Siddoway referenced the map of national tax rates (see attachment 3)
and noted that Idaho has made some attempts to reduce tax rates over recent
years. He commented that if Idaho did identify a target rate, it would be necessary
to eliminate a number of current deductions in a manner similar to Utah's legislature
as they worked to reach a 5 percent tax rate. Chairman Siddoway remarked that if
the consensus is that current tax rate needs to be changed in order to make Idaho
more competitive with its neighbors, it will be necessary to reduce the number of
exemptions in the tax code. Public outreach will be a critical part of this process
in terms of educating taxpayers on the benefits of potential reform. He asked the
committee to consider which tax (property, sale or individual) to focus on and if there
is a need to form a permanent interim committee to continue work on these issues.

Chairman Collins referenced current tax exemptions and deductions in Idaho,
commenting on the nature of untaxed revenue.

Representative Moyle commented that although he agrees that income tax rates
are too high, he does not agree that a tax cut requires a corresponding tax increase.
He remarked that as Idaho's economy continues to grow, we can offset some of
these issues with revenue growth. Representative Moyle referenced various tax
rates of neighboring states in comparison to Idaho, stating he does not believe
Idaho should raise taxes.

Senator Burgoyne remarked that a policy decision must be made on how to
approach potential reductions of tax rates. He commented that from a marketing
standpoint, a reduction in tax rates will make Idaho more economically competitive
with its neighbors while simultaneously generating similar effective rates. Senator
Burgoyne felt that a resolution must be reached by this body before effectively
moving forward with tax reform.

Representative Anderson remarked that Idaho has one of the lowest overall
tax burdens in the country and asked if the Tax Working Group took that into
consideration. Chairman Collins responded that they did consider equitable tax
rates, among other factors, and the meeting today is an opportunity to consider how
to incorporate these factors into future tax policy. Representative Anderson then
provided examples of how tax rates in Utah and Idaho are fairly similar in impact on
the taxpayer.

Chairman Collins asked Keith Bybee, Principal Budget and Policy Analyst, LSO,
to provide comparison information. Mr. Bybee provided specific information on how
tax comparisons are generated and what factors are included in analysis.

Senator McKenzie remarked that if Idaho has lower effective tax rates than
other states but higher apparent rates, this becomes a policy issue rather than a
marketing issue, emphasizing that tax policy should be transparent and predictable.
He commented that there is value in examining the number of expenditures, in
coordination with the executive branch and with public involvement.

Representative Raybould remarked that if a decision is made to form an interim
tax committee, germane committees, as well as the executive branch, must identify
specific areas of focus and provide direction for future action. He explained that
specific problem areas need to be identified, followed by the examination of similar
problem areas in surrounding states and discussion of possible solutions.
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Senator Bayer recognized that defining a specific problem area is not easy due to
the complexity and political nature of the issue; if transparency, predictability and
equitability are goals, there currently exist tax incentives that do not support such
intentions. Senator Bayer indicated that data on sales tax, overall tax burden, cost
of living and average household means in neighboring states would provide a more
accurate metric of comparison when examining potential tax reform in Idaho.
Chairman Siddoway specified that the Tax Working Group did examine various
tax differentials of neighboring states, but due to time constraints, that information
was not presented at this meeting.

Representative Nye commented that long-term planning is necessary and should
include a needs assessment that incorporates education, transportation and
justice-related funding needs. He noted that Idaho currently operates under a
one-year budget plan which involves cutting taxes but not meeting the needs of the
State.

Senator Rice expressed frustration with the political climate surrounding the
Tax Working Group and remarked that questions about tax reform should be
addressed during the legislative session rather than in an interim committee.
He stated that working through an interim committee or working group creates
barriers to discussion of tax policy, discussion be believes should occur in germane
committees and with public input.

Representative Anderst agreed that without specific guidance and focus, it is
difficult to produce meaningful tax reform. He suggested that if an interim committee
was created, a long-term policy approach should be utilized with focus on budget
needs, stabilization and growth. Representative Anderst remarked that instead
of identifying a specific target number for tax rates, focus on making Idaho more
competitive and any target tax rate should be reflective of that.

Senator Vick agreed that specific direction is necessary before for an interim tax
committee is created, and such direction can be provided by germane committees.
He then commented on factors outside of tax policy that influence economic growth
and attract business, and future work on tax policy should incorporate these
variables.

Representative Rudolph commented that a multi-year budgeting plan should be
implemented before taking into consideration specific issues such as tax cuts. He
feels there is a systemic error in focusing on single-year budgeting.

Representative Erpelding expressed disappointment in the short-term focus
taken by the Tax Working Group; rather than working towards long-term goals,
discussions were centered on the upcoming legislative session. He remarked that
future planning and discussions pertaining to tax policy should include not only the
Legislature, but State departments, school districts and county commissioners. He
stated that revenue needs to be balanced between discussions regarding tax relief.

Vice Chairman Guthrie commented that the overall tax package should be
examined when considering changes to tax policy, including current deductions and
exemptions. He remarked that in terms of marketing, Idaho is sending the wrong
message by communicating how the State lags behind others rather than creating
a positive image of what the State has to offer.

Representative Thompson encouraged the continuation of the Tax Working
Group, as well as building upon their work to revamp Idaho's tax structure through
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a multi-faceted approach. He pointed out that short- and long-term planning will be
important moving forward.

Senator Burgoyne, commenting on his experiences in the Tax Working Group,
noted that the opportunity to examine and interpret data was beneficial and allowed
participants to engage in analysis not always undertaken during the legislative
session. He emphasized that this type of background work is necessary prior to
making tax policy decisions.

Senator Bayer remarked that the timing of discussions regarding an interim tax
committee should not preclude debate and action on tax proposals presented
during the current legislative session. He emphasized that it is the responsibility of
this body to continue working on tax legislation and these discussion serve as a
complement to work completed during the session.

Chairman Collins commented that his overall experiences with the Tax Working
Group were beneficial and aided his understanding of the tax process. He feels
there is merit to establishing an interim committee if specific direction and focus are
provided.

Representative Anderst suggested collaboration and consensus building between
the House and Senate committees, rather than attempting to define specific areas
of focus. Chairman Collins responded that meeting today was an opportunity for
the joint membership to discuss and review the efforts of the Tax Working Group,
not to make specific decisions.

Chairman Siddoway highlighted the efforts of the Tax Working Group and the
difficulties they faced when deciding how to proceed during the current legislative
session. He mentioned internet sales tax as being an issue that could be addressed
in the future, explaining that legislation already exists to set aside funds from
interest sales. Chairman Siddoway commented that he will yield to the judgment
of the combined committees and leadership about how to move forward with tax
policy changes. He asked the combined membership to examine the value of
establishing an interim committee and to act accordingly in germane committees.

Chairman Collins remarked that if a decision is made to introduce a concurrent
resolution for an interim tax committee, the Legislature as a whole will have the
opportunity to provide input and engage in debate about how to proceed with
future tax policy.

ADJOURNED: There being no further business, Chairman Collins adjourned the meeting at
10:20 a.m.

___________________________ ___________________________
Senator Siddoway Jennifer Carr
Chair Secretary
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MINUTES
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DATE: Wednesday, February 17, 2016
TIME: 3:00 P.M.
PLACE: Room WW53
MEMBERS
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Vice Chairman Guthrie, Senators McKenzie, Johnson, Rice, Vick, Bayer, Stennett
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Chairman Siddoway

NOTE: The sign-in sheet, testimonies and other related materials will be retained with
the minutes in the committee's office until the end of the session and will then be
located on file with the minutes in the Legislative Services Library.

CONVENED: Vice Chairman Guthrie called the meeting of the Local Government and Taxation
Committee (Committee) to order at 3:10 p.m. and asked the secretary to take a
silent roll.

RS 24295 Kelli Brassfield, Idaho Association of Counties, presented RS 24295. Ms.
Brassfield explained that under current law, real property is auctioned by the
county if the landowner is delinquent in tax payments for three years. The proceeds
are then used to pay delinquent taxes, and the excess proceeds are placed in an
interest-bearing trust if unclaimed by parties of interest; if those excess funds are
not claimed within three years, the funds are transferred to the county indigent
fund. Ms. Brassfield indicated that it is often difficult for county prosecutors and
treasurers to determine the legitimacy and priority of claims to excess proceeds.
RS 24395 amends § 31-808, Idaho Code, to remove the requirements to notify
parties of interest about tax deed sales and transfer responsibility for determining
the legitimacy and priority of claims to excess proceeds to the Unclaimed Property
division of the State Treasurer's Office.

Senator Burgoyne inquired whether all the excess proceeds go to the State
Treasurer or just excess proceeds for which a potential claimant cannot be
identified. Ms. Brassfield replied that all excess proceeds will go to the State
Treasurer, pointing out that the State Treasurer is better equipped to handle
complex claims. Senator Burgoyne sought clarification regarding the fiscal
note, asking if there are cost savings associated with county officials no longer
processing excess proceeds claims, and if the State Treasurer's Office can
manage the resulting increased workload. Ms. Brassfield stated that the State
Treasurer's Office has indicated they can manage the extra workload without
incurring additional costs. Senator Burgoyne asked for reassurance that the State
Treasurer would not seek additional funding as a result of increased workload, to
which Mr. Brassfield affirmed.

MOTION: Although not written on the agenda, Vice Chairman Guthrie stated that the intent
was to ask for unanimous consent to send RS 24295 to a privileged committee for
printing and refer it back to the Committee for further review.
Senator Vick asked for unanimous consent to send RS 24295 to the State Affairs
Committee to print and be referred back to the Local Government and Taxation
Committee for further review. There were no objections.



H 346 Michael Chakarun, Tax Policy Manager, Idaho State Tax Commission
(Commission), presented H 346, which updates an obsolete code reference in §
23-907, Idaho Code. This code section relates to the ability of the Idaho State
Police to investigate retail applicants who want to sell liquor by the drink. The bill
changes the term "Idaho Property Relief Act of 1931" to the "Idaho Income Tax Act."
Mr. Chakarun indicated there are no other statutory changes to the bill.

MOTION: Senator Stennett moved to approve H 346 with a do pass recommendation.
Senator McKenzie seconded the motion. The motion carried by voice vote.

PASSED THE
GAVEL:

Vice Chairman Guthrie passed the gavel to Senator McKenzie.

H 386 Vice Chairman Guthrie presented H 386, which amends § 63-3622D, Idaho
Code, to include the term "removal from storage" of agricultural commodities to the
production exemption for farming operations. Vice Chairman Guthrie pointed
out the fiscal note of $125,000 was determined with input from the Commission
to cast a wide net to include other items that may not qualify under the narrow
language of the bill.

TESTIMONY: Russ Hendricks, Idaho Farm Bureau Federation, spoke in support of H 386. He
explained the proposed changes provide clarity to where total farming business
ends and other activities begin, as well as what items are eligible for the production
exemption. Mr. Hendricks noted that the Idaho Farm Bureau worked with the
Commission when drafting these changes.

Senator McKenzie asked for clarification on why the term "initial storage" was
drafted in the original language, to which Mr. Hendricks replied that he was unsure
of the original intent. However, he indicated that removal of the term "initial" gives
farmers the freedom to use different storage facilities.

MOTION: Senator Burgoyne moved to approve H 386 with a do pass recommendation.
Senator Bayer seconded the motion. The motion carried by voice vote.

PASSED THE
GAVEL:

Senator McKenzie passed the gavel back to Vice Chairman Guthrie.

H 357 Vice Chairman Guthrie indicated that Senator Lee was in another committee
meeting, so H 357 would be presented first.

Senator Nonini presented H 357, which adds STEM action centers to the existing
list of educational entities for which a taxpayer would qualify for the existing
income tax credit for charitable contributions to education-related funds. Senator
Nonini provided clarification regarding the January 1, 2020, date of enforcement,
explaining that STEM action centers will remain in the legislation when other parts
of the legislation are repealed.

Senator Stennett asked why provisions of § 63-3029A, Idaho Code, will be
repealed. Senator Nonini explained that the Idaho House of Representatives
passed legislation in 2015 regarding the relationship between private entities and
public schools, resulting in language that repeals certain provisions. He indicated
that STEM action centers will remain part of the legislation after the repeal.

Senator Burgoyne asked if the references to "STEM action center" were added
in two sections to ensure that these entities remain part of the legislation after the
repeal of provisions in § 63-3029A, Idaho Code, to which Senator Nonini affirmed.
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MOTION: Senator Bayer moved to approve H 357 with a do pass recommendation. Senator
Johnson seconded the motion.

Senator McKenzie expressed concern about making changes such as those
proposed in H 357, noting that legislation ought to be crafted from a policy-driven
approach with consideration of overall tax policy; however, he acknowledged that
Idaho STEM action centers are deserving entities of such an exemption.

Senator Burgoyne commented that when he served on the House Revenue and
Taxation Committee, he participated in discussions regarding how to articulate
these types of charitable exemptions in legislation. He indicated that the consensus
was that listing exemptions in general terms was the most effective method.

The motion carried by voice vote.
H 405 Senator Lee presented H 405, which resolves issues brought to attention by fire

protection districts. The first proposed change allows fire districts to evaluate and
redistrict, if necessary, at least every ten years following the administration of the
U.S. Census. The second proposed change provides a process for decreasing the
size of a fire protection board from five to three members. Senator Lee indicated
that smaller fire protection districts consistently find it difficult to fill all five board
positions.

Senator Burgoyne made an observation regarding an increasing reluctance of the
public to participate in government, referencing the need to decrease the size
of the district boards as an example. He questioned whether functions typically
performed by taxing districts will be transferred to the counties as a result of citizen
non-participation.

Senator Rice pointed out several language inconsistencies, and Senator
Lee assured the Committee that the language will be reviewed and taken into
consideration in the future.

Senator McKenzie questioned whether consolidation of Idaho's numerous taxing
districts would help relieve some of these problems and that these functions may
be better served at the county level. He then commented that this legislation will be
beneficial to districts that are unable to fill board seats.

Senator Johnson asked if new fire protection districts will be formed in the future,
and if so, are boundary revisions prevented by striking the language in § 31-1410,
Idaho Code. Senator Lee asked Gary Rohwer, Chairman of the Parma Rural
Fire District and Executive Board Member of the Idaho State Fire Commissioners
Association (ISFCA), to respond. Mr. Rohwer replied that there may be three or
four new fire protection districts forming in the near future in high growth areas. He
explained that when IFSCA examined fire districts, it was discovered that some
districts had never been redrawn. This bill will initiate the redistricting process every
ten years and when fire protection board members determine a need. Senator
Johnson asked if, in fact, the authority to draw new district boundaries is being
eliminated. Mr. Rohwer explained that the issue in question is how fire subdistricts
are redrawn, whether into three or five subdistricts. Senator Johnson then asked if
residents of districts were polled prior to redistricting, to which Mr. Rohwer replied
that fire district commissioners typically decide when redistricting is necessary but
acknowledged the need for public input in that process.

Senator Stennett sought clarification regarding the composition of the fire
protection district board, specifically whether commissioners were appointed by
the Governor. Mr. Rohwer explained that the Governor appoints the three initial

SENATE LOCAL GOVERNMENT & TAXATION COMMITTEE
Wednesday, February 17, 2016—Minutes—Page 3



commissioners, and then as their terms expire, their commission goes for reelection
within the fire district. Senator Stennett asked how fire protection districts transition
from five to three board members, and Mr. Rohwer provided an example.

MOTION: Senator McKenzie moved to approve H 405 with a do pass recommendation.
Senator Stennett seconded the motion. The motion carried by voice vote.

ADJOURNED: There being no further business, Vice Chairman Guthrie adjourned the meeting
at 3:57 p.m.

___________________________ ___________________________
Senator Siddoway Jennifer Carr
Chair Secretary
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DATE: Thursday, February 18, 2016
TIME: 3:00 P.M.
PLACE: Room WW53
MEMBERS
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Chairman Siddoway, Vice Chairman Guthrie, Senators McKenzie, Johnson, Rice,
Vick, Bayer, Stennett and Burgoyne

ABSENT/
EXCUSED:

None

NOTE: The sign-in sheet, testimonies and other related materials will be retained with
the minutes in the committee's office until the end of the session and will then be
located on file with the minutes in the Legislative Services Library.

CONVENED: Chairman Siddoway called the meeting of the Local Government and Taxation
Committee (Committee) to order at 3:08 p.m. and asked the secretary to take a
silent roll.

PAGE
FAREWELL:

Chairman Siddoway thanked Senate Page Caleb Richardson for his service,
recognizing his hard work and dedication to the Committee.

MINUTES
APPROVAL:

Senator Johnson moved to approve the Minutes of February 3, 2016. Senator
Rice seconded the motion. The motion carried by voice vote.

RS 24535 Neil Colwell, Avista Corporation, introduced RS 24535. Mr. Colwell stated that
he also represents an ad hoc coalition that includes representatives from counties,
highway districts, canal companies, irrigators and utility companies, among others.
The coalition brought to attention legal issues pertaining to encumbrances when
property is transferred by a county. Mr. Colwell specified that the bill clarifies for
tax deed purposes that an encumbrance does not include easements, highways
and rights-of-way.

MOTION: Senator Rice asked for unanimous consent to send RS 24535 to the State Affairs
Committee to print and be referred back to the Committee for consideration. There
were no objections.

H 431 John Eaton, Director of Government Affairs, Idaho Association of Realtors,
presented H 431, which removes the index on the Idaho homestead exemption
and places the exemption value at $100,000 or 50 percent of assessed value,
whichever is less. Mr. Eaton indicated that this will provide taxpayers with a slightly
larger exemption and a stable and predictable tax policy. He noted that in 2006,
there was significant discourse about increasing the homeowners' exemption prior
to the exemption being set at $75,000 and the index being added; he then provided
explanation about the resulting tax shift to other taxpayers. Mr. Eaton explained
that the proposed $100,000 exemption was chosen after examining median home
values to strike a balance between higher- and lower-priced areas around the State.
He stated that the Legislature should reexamine property exemption values in the
future and the impact of resulting tax shifts.



TESTIMONY: Chairman Siddoway explained that he requested that the Idaho State Tax
Commission present information regarding property taxes and effects of the
homeowners' exemption.

Alan Dornfest, Property Tax Policy Bureau Chief, Idaho State Tax Commission
(Commission), reiterated that the information he was presenting to the Committee
did not represent a position by the Commission on this bill and that no
recommendation would be provided. Mr. Dornfest outlined the history of the
homeowners' exemption, emphasizing changes in Idaho property values and
taxes beginning in 2006. He explained that the housing price index is a lagging
indicator, demonstrating that there is a one-year lag in the homeowners' exemption
ceiling as home values increase or decrease. Mr. Dornfest commented on
possible tax shifting effects of capping the homeowners' exemption, explaining that
if home values continue to increase, high value homes will pay more tax, which
would be reflected as a decrease to other property types. Mr. Dornfest also
referenced statewide data regarding the percent of homes receiving the maximum
homeowners' exemption (see attachment 1). He then stood for questions.

Senator Stennett asked if the index alleviates a tax shift from one type of property
to another. Mr. Dornfest replied that when the exemption ceiling and home values
are increasing at a similar rate, it results in some tax relief to higher-value homes.
Senator Stennett asked if removing the index would impact higher-value homes, to
which Mr. Dornfest replied that if home values do not increase, there will be no
resulting tax shift; however, if values continue to increase, especially for higher-end
homes, there will be a resulting tax shift to that group. Senator Stennett then asked
if removing the index will impact low income, elderly and/or rental properties. Mr.
Dornfest responded that if home values continue to rise, the tax shift will impact
higher-value properties while benefitting lower-value properties.

Senator Rice asked if indexing shifts taxes onto farms, businesses and lower-value
properties, and if removal of the index will shift the tax burden to higher-value
properties. Mr. Dornfest affirmed but explained that it is dependent on the
assumption that the upward trend of increasing home values will continue in the
future.
Dan Blocksom, Idaho Association of Counties (IAC), spoke in opposition to H 431.
Mr. Blocksom explained that the IAC opposes a fixed homeowners' exemption that
does not account for future fluctuations in property values. In response to a question
from Senator Rice, Mr. Blocksom indicated that the IAC will support the legislation
if the value of the homeowners' exemption is reconsidered on a regular basis.

Patrick Vaughan, Latah County Assessor, expressed concerns regarding removal
of the index. He remarked that the index has mitigated tax shifts to other property
owners in Latah County and disagreed with the characterization that it was injurious
to homeowners during the recession.

Chairman Siddoway asked if the exemption is capped at $100,000, would Latah
County act to reduce the levy amount to keep the county at a neutral net income.
Mr. Vaughan responded that careful consideration is given when examining
variables pertaining to property tax values.

Senator Vick sought clarification regarding tax shifts in Latah County, specifically
if indexing minimizes the effects of tax shifts, to which Mr. Vaughan affirmed.
Senator Vick then asked if the lagging effect of the index has an impact on tax
rates. Mr. Vaughan answered that there are other variables that impact property
tax values, such as levy rates and changes in overall home values, that make
that determination difficult. He noted that Latah County employs a homeowner
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exemption adjustor to monitor long-term shifts in residential values. In response to
a question from Senator Johnson, Mr. Vaughan stated he first learned of the bill a
few weeks ago.

Senator Guthrie asked which model is easier to administer, and Mr. Vaughan
responded that there is no difference because data is computer-generated.
Justin Baldwin, Gooding County Assessor, spoke in opposition to the bill. He
stated that because of the nature of the property tax system, which is constantly
in flux, indexing will continue to serve a purpose. In response to a question from
Senator Johnson, Mr. Baldwin stated he first learned of this legislation a few weeks
ago.

Russ Hendricks, Idaho Farm Bureau Federation, spoke in support of H 431. He
commented that indexing has been problematic for his membership and provided an
example. Although this legislation does not address high tax rates, Mr. Hendricks
stated it does address the issue of tax shifts under the current system. He pointed
out that agricultural landowners in Idaho pay in excess of $8 million or more per
year in property tax due to tax shifts, which impacts farming communities.

John Eaton was invited back to the podium to provide closing remarks. Senator
Johnson asked when the Idaho Association of Realtors first introduced this
legislation, to which Mr. Eaton replied that since 2006, there have been numerous
discussions about property tax with the Legislature, including the Interim Tax
Working Group, regarding how to address these issues legislatively. Senator
Johnson expressed concern about the apparent lack of public input received prior
to introduction of this legislation and lack of support from citizens in his district.

Senator Vick asked for clarification as to why the Association of Realtors supports
legislation that will seemingly shift the tax burden onto residential property
owners. Mr. Eaton explained that realtors represent many other interests besides
owner-occupied residential property that are impacted by tax policy; furthermore,
decisions regarding tax policy should be made by the Legislature.

MOTION: Vice Chairman Guthrie moved to approve H 431 with a do pass recommendation.
Senator Rice seconded the motion.

Senator Burgoyne stated that he does not support the motion, questioning if this
legislation will improve current tax policy or provide any real benefit to taxpayers
because the projected impact is based on predictions and assumptions. He
remarked that capping the homeowners' exemption now will result in a need to
reconsider that cap in the future as it becomes outdated in a changing economic
climate.

Senator Rice expressed support for the motion, commenting that indexing is a
failed system that burdens working class families by shifting taxes from higher-value
to lower-value property owners.

Chairman Siddoway expressed support for the motion, pointing out that indexing
negatively impacts lower-value property owners. He commented that although
property tax determinations would be more appropriately made by local taxing
districts, the proposed changes will create stability for Idaho counties while
alleviating some of the tax burden from lower-value property owners.

Senator McKenzie indicated that he was involved in the legislative process that
originally incorporated the index and noted consequences that were not anticipated;
such consequences include the significant downshift in residential values and the
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one-year lag that resulted in homeowners paying higher property taxes as their
home values decreased. He expressed support for the motion and commented that
any cap on the homeowners' exemption should and will likely be revisited by the
Legislature in the future.

Senator Bayer noted that he was also involved with the original legislation and
expressed disappointment in unanticipated outcomes. Senator Bayer recognized
that current system has provided little relief to taxpayers in his district and expressed
support for the motion.

Vice Chairman Guthrie noted that the $100,000 exemption is unique to Idaho
compared to surrounding states. He recognized the impact of tax shifts on
lower-value property owners and expressed support for the motion.

Senator Stennett stated that she will not support the motion due to a lack of
support for this legislation from citizens in her district.
Chairman Siddoway called for a roll call vote. Chairman Siddoway, Vice
Chairman Guthrie, Senators McKenzie, Rice, Vick and Bayer voted aye.
Senators Johnson, Stennett and Burgoyne voted nay. The motion carried.

ADJOURNED: There being no further business, Chairman Siddoway adjourned the meeting
at 4:38 p.m.

___________________________ ___________________________
Senator Siddoway Jennifer Carr
Chair Secretary
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SENATE LOCAL GOVERNMENT & TAXATION COMMITTEE

3:00 P.M.
Room WW53

Tuesday, February 23, 2016

SUBJECT DESCRIPTION PRESENTER
MINUTES Approval of Minutes from February 4, 2016

Approval of Minutes from February 9, 2016
Senator Stennett
Senator McKenzie

S 1325 Relating to Regulatory Takings, to provide that an
owner of private property may submit a written
request for a regulatory takings analysis.

Senator Lakey

H 474 Relating to Taxing Districts Budgets, to require
notice and public hearing prior to a taxing district
budgeting a forgone increase.

Representative Moyle

If you have written testimony, please provide a copy of it along with the
name of the person or organization responsible to the committee secretary
to ensure accuracy of records.
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MINUTES
SENATE LOCAL GOVERNMENT & TAXATION COMMITTEE

DATE: Tuesday, February 23, 2016
TIME: 3:00 P.M.
PLACE: Room WW53
MEMBERS
PRESENT:

Chairman Siddoway, Vice Chairman Guthrie, Senators McKenzie, Johnson, Rice,
Vick, Bayer, Stennett and Burgoyne

ABSENT/
EXCUSED:

None

NOTE: The sign-in sheet, testimonies and other related materials will be retained with
the minutes in the committee's office until the end of the session and will then be
located on file with the minutes in the Legislative Services Library.

CONVENED: Chairman Siddoway called the meeting of the Local Government and Taxation
Committee (Committee) to order at 3:04 p.m. and asked the secretary to take a
silent roll.

MINUTES
APPROVAL:

Senator Stennett moved to approve the Minutes of February 4, 2016. Vice
Chairman Guthrie seconded the motion. The motion carried by voice vote.
Senator McKenzie moved to approve the Minutes of February 9, 2016. Senator
Stennett seconded the motion. The motion carried by voice vote.

S 1325 Senator Lakey presented S 1325, which clarifies that the right of a property owner
to request a regulatory takings analysis is voluntary. Senator Lakey explained
that if a property owner believes their property has been unjustly seized, they can
request a regulatory takings analysis. This has always been voluntary and Senator
Lakey pointed out that it is a rare occurrence. He also indicated that past litigation
has suggested that a regulatory takings analysis may be required pursuant to legal
action; however, the purpose of this legislation is to clarify that if a property owner
does not request a regulatory takings analysis, it will not limit their ability to pursue
other legal remedies. This legislation also replaces the term "real property" with
"private property" to clarify that private property includes both real and personal
property. Senator Lakey indicated that if regulatory takings analyses became a
requirement, cities and counties would see an increase in these requests from
property owners.

Chairman Siddoway asked if this legislation applies to agencies that are able to
seize private property, such as the Idaho Department of Fish and Game which
allows enforcement personnel to seize many types of property; and if so, are
property owners able to apply for a regulatory takings analysis. Senator Lakey
replied that a property owner would be able to apply for a regulatory takings
analysis but indicated that if a criminal violation were to occur, civil action may be
required to recover property.

MOTION: Senator Johnson moved to approve S 1325 with a do pass recommendation.
Senator Burgoyne seconded the motion. The motion carried by voice vote.



H 474 Representative Moyle presented H 474, which will require non-school taxing
districts that elect to take a foregone property tax increase to hold a hearing in
conjunction with their annual budget hearing. Representative Moyle explained
that when preparing budgets, taxing districts are allowed to increase their budgets
by three percent per year; if they choose not to collect that money, it is set aside
and the district is able draw from that foregone balance at a later date. He
commented that citizens see this in the form of increased property tax and do not
always understand why. The legislation requires taxing districts that draw upon
foregone balances to do the following: 1.) provide notice of intent; 2.) hold a public
hearing; and 3.) certify by resolution the amount of money being taken and for what
purpose. Representative Moyle emphasized that the legislation puts into place a
mechanism of transparency that Idaho counties and cities support.

Senator Vick asked why schools are not included, to which Representative Moyle
explained that school districts do not have foregone balances; however, community
colleges do have foregone balances and will have to comply with requirements
outlined in this legislation.

Senator Bayer asked if any consideration was given to incorporating this as a line
item on state tax returns. Representative Moyle replied that due to costs and
obstacles associated with such action, it was not included on tax notices.

TESTIMONY: Seth Grigg, Executive Director, Association of Idaho Cities (AIC), spoke in support
of H 474. Mr. Grigg noted that the process for local jurisdictions to provide
public notice is relatively simple and the AIC supports the resulting increased
transparency.

Chairman Siddoway asked how the public notice of intent would be advertised.
Mr. Grigg explained that the language allows for the public hearing to occur in
conjunction with a budget meeting; accordingly, the notice of resolution on foregone
balances can be added to annual budget meeting notices with no extra burden to
local jurisdictions.

MOTION: Senator Burgoyne moved to approve H 474 with a do pass recommendation.
Senator Bayer seconded the motion. The motion carried by voice vote.

ADJOURNED: There being no further business, Chairman Siddoway adjourned the meeting
at 3:26 p.m.

___________________________ ___________________________
Senator Siddoway Jennifer Carr
Chair Secretary
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MINUTES
SENATE LOCAL GOVERNMENT & TAXATION COMMITTEE

DATE: Wednesday, February 24, 2016
TIME: 3:00 P.M.
PLACE: Room WW53
MEMBERS
PRESENT:

Chairman Siddoway, Vice Chairman Guthrie, Senators McKenzie, Johnson, Rice,
Vick, Bayer, Stennett and Burgoyne

ABSENT/
EXCUSED:

None

NOTE: The sign-in sheet, testimonies and other related materials will be retained with
the minutes in the committee's office until the end of the session and will then be
located on file with the minutes in the Legislative Services Library.

CONVENED: Chairman Siddoway called the meeting of the Local Government and Taxation
Committee (Committee) to order at 3:04 p.m. and asked the secretary to take a
silent roll.

S 1347 Kelli Brassfield, Idaho Association of Counties (IAC), presented S 1347. Ms.
Brassfield explained that under current law, real property is auctioned by the
county if the landowner if delinquent in tax payments for three years. The proceeds
are then used to pay delinquent taxes, and the excess proceeds are placed in
an interest-bearing trust if unclaimed by parties of interest; if those excess funds
are not claimed within three years, the funds are transferred the county indigent
fund. Ms. Brassfield indicated that it is often difficult for county prosecutors and
treasurers to determine the legitimacy and priority of claims to excess proceeds.
S 1347 amends § 31-808, Idaho Code, to remove the requirements to notify parties
of tax deed sales and transfer responsibility for determining the legitimacy and
priority of claims to excess proceeds to the Unclaimed Property division of the State
Treasurer's Office. Ms. Brassfield then specified that the IAC is seeking to amend
the current language in S 1347 by striking lines 18-30 in § 31-808(c), Idaho Code.

Senator Burgoyne provided a scenario in which a property owner is clearly
identified and asked if excess proceeds go to the State Treasurer for disbursement
to that owner as unclaimed property. Ms. Brassfield replied that all funds go to
the State Treasurer's Office, which will subsequently provide notice to the property
owner on how to retrieve excess funds. Senator Burgoyne commented that
the process of transferring excess funds to the State Treasurer, even when the
property owner is clearly identified, seems incongruous and asked for clarity. Ms.
Brassfield explained that the IAC did examine this issue and decided that due to
timing, the issue may be addressed in the next Legislative Session in the form of
clean-up language. Senator Burgoyne asked if the IAC foresees any difficulties if
the legislation is held until the next Legislative Session, to which Ms. Brassfield
asked Donna Peterson, Payette County Treasurer, to respond. Ms. Peterson
outlined problems regarding third party vendors that are signing contracts with
potential claimants of excess proceeds, explaining that counties are not aware
of nor responsible for tracking these contracts. She also indicated that claims
involving third party vendors periodically result in litigation.



TESTIMONY: Ms. Peterson stated that the State Treasurer's Office expressed support for
this legislation, pointing out that the State Treasurer is better equipped to handle
contentious claims, especially claims involving third party vendors. She commented
that S 1347 provides a streamlined process for handling claims for excess proceeds
that relieves the burden currently placed on counties.

Senator McKenzie asked for clarification regarding notice provided to parties of
interest prior to sale. Ms. Peterson explained that counties are required to notify
parties of interest within six months of the county taking possession of the tax deed;
in addition, counties provide notification of delinquent tax payments to property
owners for three years, as well as public notice two weeks prior to public auction.
Senator McKenzie asked how "parties of interest" are defined and identified, and
Ms. Peterson explained that Idaho Code defines "person of interest" as anyone
with a security interest in the property.

Senator Stennett sought clarification on how the IAC would like the Committee to
proceed regarding S 1347. Ms. Peterson explained that after the legislation was
drafted, the IAC concluded that lines 18-30 in § 31-808(c), Idaho Code, needed to
be stricken and therefore S 1347 sent to the 14th Order for amendment.

Vice Chairman Guthrie asked why there is no fiscal impact resulting from the
State Treasurer's Office taking on this responsibility. Ms. Peterson replied that she
visited with the State Treasurer's Office, which indicated there would be no resulting
financial impact. Chairman Siddoway asked if State Treasurer Crane expressed
support for this legislation, to which Ms. Peterson affirmed.

Senator Johnson sought clarification on language referencing excess funds, and
Ms. Peterson explained that "excess proceeds," "unclaimed funds" and "excess
funds" all refer to unclaimed excess funds.

Ms. Brassfield returned to the podium and in response to a question from Vice
Chairman Guthrie, explained that once a property is sold, the costs associated with
transferring property to the county are subtracted from excess funds; the remaining
balance is transferred to the State Treasurer's Office to be provided to parties of
interest.

Cozette Walters, Unclaimed Property Division, Idaho State Treasurer, took the
podium and in response to a question from Senator Burgoyne, explained that there
will be no additional costs associated with these changes. She indicated that the
State Treasurer's Office already handles these types of claims and has systems in
place to process them.

Senator McKenzie commented that additional steps should be taken to contact
parties of interest regarding excess funds in addition to posting notices online; if
conflicting claims arise, then the transfer of those claims to the State Treasurer's
Office should be initiated.

MOTION: Senator Vick moved to hold S 1347 in Committee subject to the call of the Chair.
Senator Rice seconded the motion. The motion carried by voice vote.
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H 463 Pam Eaton, President of the Idaho Retailers Association and Idaho Lodging and
Restaurant Association, presented H 463, which prohibits political subdivisions from
establishing minimum wages higher than the minimum wages provided by State law.
Ms. Eaton indicated that this legislation is intended to avoid potential problems of
patchwork regulations, which hurt local businesses. She pointed out that 29 states
and the District of Columbia have state preemption legislation regarding minimum
wage, and that Idaho is typically included in that determination (see attachment 1a).
Ms. Eaton explained that the authority of political subdivisions to increase the
minimum wage was challenged twice last year in Idaho, and in both cases that
authority was not granted. Ms. Eaton also referenced a 2015 economy and wage
survey conducted in Idaho regarding minimum wage policy (see attachment 2b).

In response to questions from Senator Stennett, Ms. Eaton stated that the issue in
question is not whether to increase or decrease the minimum wage, but to ensure
that policy decisions regarding minimum wage are made by the State Legislature.
Senator Stennett disagreed, stating that this is a local issue and asked why
input from voters in the form of local ballot initiatives is insufficient. Ms. Eaton
responded that this is a feel-good issue and the consequences of raising minimum
wage are not adequately presented to the public; businesses are often tasked
with this effort at their own expense. Senator Stennett questioned whether there
were any technical considerations pertaining to differing minimum wages, to which
Ms. Eaton replied that when minimum wage determinations are based on varying
factors, such as Consumer Price Indices, it becomes difficult to account for the
resulting patchwork of wages that may crosscut city lines.

Senator Rice, citing § 44-1502, Idaho Code, asked if a city were to set its own
minimum wage level, would it be in conflict with existing law, to which Ms. Eaton
affirmed. Senator Rice stated that according to the Idaho Constitution, cities and
counties are currently prohibited from making laws in conflict with State law, which
includes minimum wage determinations.

Senator Burgoyne asked for the confidence level and error range of the wage
survey provided (see attachment 2b), and Ms. Eaton stated she would provide that
information to the Committee.

Senator Johnson sought clarification regarding the statutory definition of "political
subdivision" and how it relates to the ability of county hospital boards to determine
their own minimum wages. Ms. Eaton explained that local government offices may
establish wages for their own employees and that the preemption language in this
bill is taken from other sections of Idaho Code.

TESTIMONY: Patrick O'Very, testifying as a private citizen, spoke in opposition to H 463. He
expressed concerns regarding the constitutionality of the legislation and stated that
if passed, it will set a bad precedent.

Marty Durand, Legislative Counsel for Idaho Building Trades, spoke in opposition
to H 463. She discussed Idaho's minimum wage in relation to other states and
stated that this bill reinforces Idaho's status as a low-wage state.

Donna Yule, representing the Idaho Public Employees Association (IPEA), spoke
in opposition to H 463. She stated that IPEA supports increasing the minimum
wage and does not believe that such an increase will result in job loss or undue
burden on small businesses. IPEA also believes decisions about minimum wage
are most appropriately made by local governments.

Aaron White, President of the Idaho AFL-CIO, spoke in opposition to H 463. He
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stated that economic decisions, including minimum wage determinations, should be
made by citizens at the local level.

Suzanne Budge, representing the National Federation of Independent Business
(NFIB) and the Idaho Petroleum Marketers and Convenience Store Association,
spoke in support of H 463. She remarked that statewide uniformity in relation to tax
policy, specifically wages and taxation, is supported by her clients.

Adrienne Evans, Executive Director of United Action for Idaho, spoke in opposition
to H 463. She discussed the impact of current wages on Idaho citizens and
expressed support for increasing the minimum wage. Ms. Evans commented that
a higher minimum wage will increase consumer purchasing power and benefit the
economy and local businesses.

John Watts, representing the Northwest Grocery Association, spoke in support
of H 463. He commented that differing wages create disparities among workers
performing the same duties and problems for workers such as fleet truck drivers
who move throughout districts.

MOTION: Senator Rice moved to approve H 463 with a do pass recommendation. Senator
Bayer seconded the motion.

Senator Burgoyne stated that he does not support the motion. He commented
that legislation is not created to address existing problems and further recognized
that to date, no local government has passed a minimum wage in excess of State
minimum wage. If such a situation does arise, the appropriate entity to consider
preemption is the court. Senator Burgoyne also remarked that there is currently
no unifying view of how minimum wage increases affect the economy.

Senator Bayer commented that when the Legislature is presented with tax
proposals, it must examine what is fair and equitable across a broad platform while
taking into consideration local flexibility. He noted that when taxing districts change
their policies, such as through the annexation process, it will have an impact on
businesses; the more significant the difference between taxing districts are, the
more variables businesses and taxpayers must work through.

Senator Johnson expressed support for the motion, emphasizing the purpose of
the legislation is to provide clarity regarding where the authority resides to establish
minimum wages. He acknowledged comments made regarding efforts to improve
wages for Idaho citizens and pointed out that he will continue to focus on creating
jobs and a skilled workforce within the current framework.

Senator Rice expressed support for the motion, commenting that any analysis of
legislative proposals should begin with an examination of the Idaho Constitution.
He stated that city minimum wage ordinances conflict with existing State law, which
dictates State preemption; however, because existing language is not sufficiently
clear, H 463 is necessary to provide clarity for local governments.

The motion carried by voice vote, with Senators Stennett and Burgoyne
requesting that they be recorded as voting nay.

ADJOURNED: There being no further business, Chairman Siddoway adjourned the meeting
at 4:30 p.m.
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___________________________ ___________________________
Senator Siddoway Jennifer Carr
Chair Secretary
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SENATE LOCAL GOVERNMENT & TAXATION COMMITTEE

3:00 P.M.
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Thursday, March 03, 2016

SUBJECT DESCRIPTION PRESENTER
MINUTES Approval of Minutes from February 16, 2016 Senator Burgoyne

Approval of Minutes from February 17, 2016 Vice Chairman Guhtrie
Approval of Minutes from February 18, 2016 Senator Stennett
Approval of Minutes from February 23, 2016 Senator Bayer

S 1347 Relating to Tax Deed Sales Kelli Brassfield,
Idaho Association
of Counties

H 496 Relating to Cemeteries, Recovery/Resale of
Unused Lots

Seth Grigg,
Association of Idaho
Cities

If you have written testimony, please provide a copy of it along with the
name of the person or organization responsible to the committee secretary
to ensure accuracy of records.
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MINUTES
SENATE LOCAL GOVERNMENT & TAXATION COMMITTEE

DATE: Thursday, March 03, 2016
TIME: 3:00 P.M.
PLACE: Room WW53
MEMBERS
PRESENT:

Chairman Siddoway, Vice Chairman Guthrie, Senators McKenzie, Johnson, Rice,
Vick, Bayer, Stennett and Burgoyne

ABSENT/
EXCUSED:

None

NOTE: The sign-in sheet, testimonies and other related materials will be retained with
the minutes in the committee's office until the end of the session and will then be
located on file with the minutes in the Legislative Services Library.

CONVENED: Chairman Siddoway called the meeting of the Local Government and Taxation
Committee (Committee) to order at 3:03 p.m. and asked the secretary to take a
silent roll.

MINUTES
APPROVAL:

Senator Burgoyne moved to approve the Minutes of February 16, 2016. Senator
McKenzie seconded the motion. The motion carried by voice vote.
Senator Stennett moved to approve the Minutes of February 18, 2016. Senator
Johnson seconded the motion. The motion carried by voice vote.
Senator Bayer moved to approve the Minutes of February 23, 2016. Senator
Stennett seconded the motion. The motion carried by voice vote.
Chairman Siddoway indicated that the Minutes of February 17, 2016, would be
approved later in the meeting.

S 1347 Kelli Brassfield, Idaho Association of Counties (IAC), presented S 1347. She
stated that IAC worked with county treasurers, the Idaho State Treasurer's Office
and Deputy Attorney General Julie Weaver to address the Committee's concerns
and present amended language. The amended language allows counties to
process excess proceeds if the parties of interest or owners of record are clearly
known; if not clearly identified, excess proceeds are transferred to the Unclaimed
Property Division of the State Treasurer's Office. Ms. Brassfield indicated that the
amended language addresses the Committee's concerns regarding notification
of excess proceeds. She also addressed how the Unclaimed Property Division
is funded, explaining that funds that cannot be linked to a party of interest are
used to support the Division; funds that are linked to a party of interest but remain
unclaimed are transferred to an interest-bearing trust account. Ms. Brassfield
outlined criteria for determining when claims will be transferred to the State
Treasurer's Office and provided specific examples.

MOTION: Senator McKenzie moved that S 1347 be referred to the 14th Order for
amendment. Senator Burgoyne seconded the motion. The motion carried by
voice vote.



H 496 Seth Grigg, Executive Director, Association of Idaho Cities (AIC), presented H 496,
which provides a process for cities or cemetery maintenance districts to recover
and resell unused cemetery lots. Mr. Grigg explained that current procedures for
purchasing cemetery lots include reversionary language that dictates a timeframe
for use of that lot. In the case of unused lots purchased decades ago, there is
often uncertainty about whether the purchaser or heir intends to use the lot. H 496
provides a way for cities or cemetery maintenance districts to process these lots if
unused for more than 50 years. The owner of record or known heir(s) is contacted
and given 60 days to provide notification of use; if notice cannot be served, the city
or cemetery district must provide public notice for three consecutive weeks. If after
60 days the owner or heir fail to come forward, the lot may be reclaimed by the city
or cemetery maintenance district. Mr. Grigg pointed out that if the owner of the plot
comes forward after 60 days and the lot has been reused, they will be given the
choice of another existing lot or financial compensation for the value of the lot.

Chairman Siddoway asked how many previous generations are permitted to
reclaim a family lot. Mr. Grigg asked Aaron Seable, Legal Counsel for the City of
Caldwell, to respond. Mr. Seable stated that under current law, two degrees of
consanguinity are permitted. He reported that this legislation requires cities and
cemetery maintenance districts to make a reasonable effort to search for heirs, and
modern technology aids this endeavor. Chairman Siddoway inquired what would
happen if a lot was subsequently sold to a different owner after all the steps were
taken to locate the original owner or heir, and after a period of time the original
owner sought to reclaim that lot. Mr. Seable explained that if the original lot has
been resold, the individual may either request a different lot in the same cemetery
or be financially compensated for the value of the lot.

Senator Stennett asked if cities are prepared for the possible financial impact of
compensating families for their original lots. Mr. Seable stated the legislation only
applies to lots unused for more than 50 years, and that funds for such compensation
come from a city perpetual burial fund.

Senator Burgoyne asked if the city or cemetery maintenance district is required
to reclaim unused lots, to which Mr. Grigg explained that this is a voluntary
process for jurisdictions with limited space and resources that seek to fully utilize
all of their space.

MOTION: Senator McKenzie moved to approve H 496 with a do pass recommendation.
Senator Rice seconded the motion. The motion carried by voice vote.

MINUTES
APPROVAL:

Vice Chairman Guthrie moved to approve the Minutes of February 17, 2016.
Senator Bayer seconded the motion. The motion carried by voice vote.

ADJOURNED: There being no further business, Chairman Siddoway adjourned the meeting
at 3:25 p.m.

___________________________ ___________________________
Senator Siddoway Jennifer Carr
Chair Secretary
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MINUTES
SENATE LOCAL GOVERNMENT & TAXATION COMMITTEE

DATE: Wednesday, March 09, 2016
TIME: 3:00 P.M.
PLACE: Room WW53
MEMBERS
PRESENT:

Chairman Siddoway, Vice Chairman Guthrie, Senators McKenzie, Johnson, Rice,
Vick, Bayer, Stennett and Burgoyne

ABSENT/
EXCUSED:

None

NOTE: The sign-in sheet, testimonies and other related materials will be retained with
the minutes in the committee's office until the end of the session and will then be
located on file with the minutes in the Legislative Services Library.

CONVENED: Chairman Siddoway called the meeting of the Local Government and Taxation
Committee (Committee) to order at 3:02 p.m. and asked the secretary to take a
silent roll.

MOTION: Chairman Siddoway asked for unanimous consent to reorder the agenda to
allow Senator Hill to present H 535 first due to a scheduling conflict. There were
no objections.

H 535 Senator Hill presented H 535, relating to capital gains deductions for certain
livestock. Senator Hill explained that current law requires more than 50 percent
of income to come from farming or ranching activity in order for gains on the sale
of certain livestock to be classified as capital gains, thus qualifying for the Idaho
capital gains exclusion. He specified that this is not a federal requirement. Senator
Hill indicated that this legislation conforms Idaho capital gains law with federal
law by removing the gross income requirement that over 50 percent of income
be generated from farming or ranching.

MOTION: Senator Burgoyne moved to send H 535 to the floor with a do pass
recommendation. Senator Bayer seconded the motion. The motion carried by
voice vote.

H 534 Ron Williams, representing Grand View Solar and SunEdison Utility Holdings,
presented H 534. Mr. Williams explained that this legislation accomplishes three
things: 1.) exempts large-scale solar energy projects from real and personal
property tax; 2.) replaces property tax with a 3.5 percent tax on gross revenues;
and 3.) provides solar production revenues received by local taxing districts are
used to reduce property taxes levied to finance annual budgets. He outlined the
specific statutory language being proposed that will accomplish these goals.

Alan Dornfest, Property Tax Policy Bureau Chief, Idaho State Tax Commission
(Commission), reiterated that the Commission has no position on this legislation
and no recommendation would be provided. Mr. Dornfest provided information
and examples on the technical aspects of the legislation. He specified that solar
energy tax is levied differently than wind or geothermal energy tax. Mr. Dornfest
also noted that "operating property" was eliminated from some sections when it
pertained to anything other than public utilities and railroads that are assessed
directly by the Commission.

Senator Burgoyne noted there will be no fiscal impact and inquired if this will
remain consistent in the long-term. Mr. Dornfest stated it is difficult to determine
without knowledge of how much money or what percentage of a taxing district's



budget would be generated. Senator Burgoyne sought clarification regarding the
percentage of tax on solar energy, asking if the solar industry is projected to pay
more or less as a result of this legislation, to which Mr. Dornfest indicated he did
not have enough information to answer definitively.

Senator Johnson asked if this legislation results in a tax shift, to which Mr.
Dornfest replied that the did not foresee a tax shift.

Mr. Williams returned to the podium, and in response to a question from Senator
Burgoyne regarding the fiscal note, stated there will be no General Fund impact.

MOTION: Senator Burgoyne moved to send H 534 to the floor with a do pass
recommendation. Senator Stennett seconded the motion. The motion carried
by voice vote.

H 372 Senator Patrick introduced H 372, indicating that this legislation pertains not only to
plastic bags but other types of auxiliary containers and provided a list of supporters.

Representative Kauffman stated that the purpose of this legislation is to ensure
the uniform and prudent regulation of auxiliary containers, requiring any regulation
or taxation of these containers be done by the Legislature rather than individual
political subdivisions. He pointed out that it would not interfere or limit municipal or
county recycling programs nor prevent retailers from utilizing any type of container
they choose. Representative Kauffman specified that this regulation does not
apply to the use of auxiliary containers in any event organized, sponsored or
permitted by a county, municipality or school district; for example, a town may
impose restrictions on certain types of water bottles used during a parade.

Senator Burgoyne asked if this legislation would apply to events that do not
occur on property owned by a county, municipality or school district but instead
by a highway district. Representative Kauffman responded that the same
regulations would not apply to such events. Senator Burgoyne then asked if the
provision is broad enough, to which Representative Kauffman affirmed, stating
that to his knowledge, similar requests have not been made for events held within
highway districts. Senator Burgoyne commented that this legislation may become
problematic in his jurisdiction where streets are owned by the Ada County Highway
District.

Senator Stennett inquired if the intent of this legislation is to impede school
activities or projects that focus on plastic bags or food containers because the
language prohibits political subdivisions, which include school districts, from
regulating auxiliary containers. Representative Kauffman stated that he
encourages students to participate in these efforts but discussions should occur at
the state level. Senator Stennett noted that only two companies reside in Idaho
that manufacture plastic bags and asked if this legislation was created to protect
these companies. Representative Kauffman replied that the legislation includes
other types auxiliary containers, which are defined in statute, and provided a list of
manufacturing companies in Idaho.

Senator Johnson referenced sections of Idaho Code relating to solid waste
management and the authority of counties to engage in solid waste management
practices and their respective roles in that process. He pointed out that language in
H 372 that prevents the limitation of any local or municipal recycling program may,
in fact, allow a local municipality to place restrictions on what items are permitted in
the waste stream. Senator Johnson also referenced Article XII, Section 2, of the
Idaho Constitution, noting that it gives local entities the power to regulate sanitation
issues, which could include restrictions on plastics or other materials; he expressed
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concern about preemption of local municipalities to regulate sanitation when such
authority is already granted in Idaho Code.

TESTIMONY: Ariela Gruzska, as a private citizen, spoke in opposition to H 372. Ms. Gruzska
stated that this legislation infringes on the ability of Idaho cities to make decisions
that best serve their communities. Her son, Matias Vidal Russell, also offered
comments in opposition to the bill.

John Watts, representing the Northwest Grocery Association, spoke in support of
H 372. He stated that he believes the purpose of the bill is not to regulate consumer
behavior but the containers used to transport merchandise or food from food and
retail facilities. Mr. Watts provided examples of how patchwork regulations will
affect grocery retailers and ultimately consumers.

Kelli Brassfield, representing the Idaho Association of Counties, spoke in
opposition to H 372. She stated that historically, Idaho counties have not regulated
auxiliary containers and local governments are the most appropriate entities to
make these types of decisions for their communities.

Justin Ruen, representing the Association of Idaho Cities, spoke in opposition
to H 372. He noted that this legislation does not adequately reflect the diversity
of Idaho's 200 cities, which have different needs and concerns with respect to
agriculture, timber, tourism and mining. Mr. Ruen indicated that locally elected
officials should be able to make these determinations for their communities.

Pam Eaton, representing the Idaho Retailers Association and Idaho Lodging and
Restaurant Association, spoke in support of H 372. She pointed out that this
legislation protects restaurants and other retailers that use auxiliary containers
during the course of business. Ms. Eaton stated that businesses take the brunt
of these types of regulations, when made by local municipalities, in the form of
community education; as a result, these complex decisions should be made at a
state level.

Suzanne Budge, representing the Idaho Petroleum Marketers and Convenience
Store Association, spoke in support of H 372, noting that statewide uniformity of the
regulation of auxiliary containers will positively impact local businesses.

MOTION: Senator Rice moved to approve H 372 with a do pass recommendation. Senator
Bayer seconded the motion.

Chairman Siddoway called for a roll call vote. Vice Chairman Guthrie, Senators
McKenzie, Rice, Vick and Bayer voted aye. Chairman Siddoway, Senators
Johnson, Stennett and Burgoyne voted nay. The motion carried.

ADJOURNED: There being no further business, Chairman Siddoway adjourned the meeting
at 4:00 p.m.

___________________________ ___________________________
Senator Siddoway Jennifer Carr
Chair Secretary
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MINUTES
SENATE LOCAL GOVERNMENT & TAXATION COMMITTEE

DATE: Thursday, March 10, 2016
TIME: 3:00 P.M.
PLACE: Room WW53
MEMBERS
PRESENT:

Chairman Siddoway, Vice Chairman Guthrie, Senators McKenzie, Johnson, Rice,
Vick, Bayer, Stennett and Burgoyne

ABSENT/
EXCUSED:

None

NOTE: The sign-in sheet, testimonies and other related materials will be retained with
the minutes in the committee's office until the end of the session and will then be
located on file with the minutes in the Legislative Services Library.

CONVENED: Chairman Siddoway called the meeting of the Local Government and Taxation
Committee (Committee) to order at 3:10 p.m. and asked the secretary to take a
silent roll.

H 443aa Justin Ruen, Policy Analyst, Association of Idaho Cities (AIC), presented H 443aa,
pertaining to the retention of city records. Current law requires cities to retain
permanent records in paper form. H 443aa extends to cities the authority to retain
permanent records using digital media, and Mr. Ruen stated the intention is to
improve records management and make storage space available for historical
records. Mr. Ruen stated that a definition is provided for "historical records," which
are required to be retained in paper form in perpetuity. He noted that this legislation
provides new language that authorizes the city to reproduce, retain and manage
records in a photographic, digital or other non-paper medium, and the reproduced
medium must accurately reflect the paper version. Mr. Ruen pointed out that
for non-permanent records, once a digital copy is preserved, the original paper
document is considered a copy and may be destroyed pursuant to the process
outlined in provisions of the bill.

Jeri DeLange, Council Member, City of Hayden, spoke in support of H 443aa. Ms.
Delange commented that this legislation will help reduce storage requirements for
paper documents that local governments would otherwise be required to maintain.

David Matte, Administrator, ISHS, spoke in support of H 443aa. Mr. Matte stated
that the ISHS worked with the AIC in drafting this legislation, which he believes
meets the best practices of his profession.

Senator McKenzie asked if there are guidelines that determine what constitutes a
historical record. Mr. Matte explained that ISHS examines retention schedules and
assesses the long-term value of records for the purposes of historical research.

Senator Johnson sought clarification regarding the technology used to preserve
records and asked if these technological capabilities will evolve over time. Mr.
Matte replied that technologies are constantly evolving and the ISHS implements
archival best practices.

Chairman Siddoway asked if historical records are stored in one secure location
or in several across the State, to which Mr. Matte explained that the majority of
historical records are stored at the main State Archives facility in Boise; more active
state records are kept in a satellite facility.



MOTION: Senator Johnson moved to send H 443aa to the floor with a do pass
recommendation. Senator Vick seconded the motion. The motion carried by voice
vote.

H 406aa Representative Gestrin introduced H 406aa, relating to annexation of recreational
water and/or sewer districts. Representative Gestrin provided a brief history of
recreational water and sewer districts in Idaho. He explained that this legislation
provides a mechanism for cities and recreational water and/or sewer districts to
consolidate services under one operating unit. Representative Gestrin then
introduced William Gigray, Legal Counsel for the City of McCall and Payette Lakes
Recreational Water and Sewer District.

Mr. Gigray explained that this legislation provides a way for governing bodies
of a water and/or sewer district and a city to include or withdraw an area from
that district by resolution or ordinance, similar to the manner in which areas are
annexed in and out of fire districts. Mr. Gigray pointed out that both governing
entities must be in agreement before a resolution or ordinance is passed; that
agreement is reached through a process which includes public notice and hearing.
If a resolution or ordinance is reached, it is then submitted to the District Court for
approval. Mr. Gigray asserted that consolidating water and sewer services under
one governance will reduce costs and improve efficiencies.

Senator Johnson asked how conflicts are handled with existing permits, such as
those with Department of Environmental Quality. Mr. Gigray reported that this is
handled through due diligence when drafting agreements; all permits are reviewed
to determine what logistics are associated with consolidation.

Chairman Siddoway asked if there are bonding requirements associated with
annexation, to which Mr. Gigray replied that it is dependent upon each situation
and must take into account subdistricts of water and sewer districts.

Senator Stennett commented that in smaller areas, the same individuals often
hold the same jobs across governing bodies; she asked if this would be the case
if districts were consolidated under one governing body. Mr. Gigray responded
that currently, the district elects directors who are required to reside in that district;
however, resident zones could be created during the annexation process to
preclude the same individuals from serving in multiple roles. He pointed out that
this option to create resident zones was included in the legislation to ensure that all
parts of the district and city were represented.

Senator Burgoyne expressed support for this legislation and acknowledged that
while he generally does not support commissioned zones, he does supports the
notion that directors of resident zones will be elected on a district-wide basis.

MOTION: Senator Burgoyne moved to send H 406aa to the floor with a do pass
recommendation. Senator Stennett seconded the motion. The motion carried
by voice vote.
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H 540 Russell Westerberg, representing Avcenter, introduced H 540, which provides a
sales and use tax exemption for the sale, lease and purchase or use of fixed-wing
aircraft primarily used for wildfire air tactical support under contract with the
federal government. Mr. Westerberg indicated that until a recent Idaho State Tax
Commission (Commission) audit, there was an understanding that sales and use
taxes did not apply to aircraft leased or purchased by licensed aircraft operators
used for wildfire suppression activities. The Commission audit determined that
flights under contract with the federal government for wildfire suppression that take
off and land at the same airport are not tax exempt per § 63-3622GG, Idaho Code.
Mr. Westerberg emphasized that the 6 percent tax on these activities will put Idaho
charter operators at a disadvantage with out-of-state companies when competing
for contracts with the federal government.

Senator Rice sought clarification regarding the June 30, 2016, effective date
referenced in the bill. Mr. Westerberg explained that this date was specifically
provided to resolve issues involving the Commission audit.

Senator Stennett commented on recent wildland fire activity in her district and
expressed support for the legislation.

John Blakely, Owner of Avcenter, an Idaho-owned aviation company operating
in Pocatello, Nampa and Idaho Falls, spoke in support of H 540. Mr. Blakely
indicated that most of the services his company provides are exempt from sales
and use tax; however, 20-30 percent of Avcenter's annual sales consists of air
support for wildfire suppression for the federal government. He explained that
because these flights typically take off and land at the same airport, they do not
meet criteria for tax exemption as defined in § 63-3622GG, Idaho Code; as a result,
Avcenter must pay a 6 percent sales tax on this revenue. Mr. Blakely emphasized
that federal contracts for fire fighting are competitive and the 6 percent tax will put
Idaho companies at a disadvantage with out-of-state competitors.

MOTION: Senator Rice moved to send H 540 to the floor with a do pass recommendation.
Vice Chairman Guthrie seconded the motion. The motion carried by voice vote.

ADJOURNED: There being no further business, Chairman Siddoway adjourned the meeting
at 4:00 p.m.

___________________________ ___________________________
Senator Siddoway Jennifer Carr
Chair Secretary
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MINUTES
SENATE LOCAL GOVERNMENT & TAXATION COMMITTEE

DATE: Thursday, March 17, 2016
TIME: 2:00 P.M.
PLACE: Room WW53
MEMBERS
PRESENT:

Chairman Siddoway, Senators McKenzie, Johnson, Vick, Bayer, Stennett and
Burgoyne

ABSENT/
EXCUSED:

Vice Chairman Guthrie and Senator Rice

NOTE: The sign-in sheet, testimonies and other related materials will be retained with
the minutes in the committee's office until the end of the session and will then be
located on file with the minutes in the Legislative Services Library.

CONVENED: Chairman Siddoway called the meeting of the Local Government and Taxation
Committee (Committee) to order at 2:07 p.m.

H 380 Representative Moyle, District 14, presented H 380. Representative Moyle
explained that H 380 lowers the top two income tax brackets by 0.1 percent, from
7.4 to 7.3 percent and 7.1 to 7.0 percent, respectively. Taxpayers who earn less
that $7,260 will be eligible for a grocery tax credit increase of $10. Additionally, this
legislation lowers the corporate income tax rate from 7.4 to 7.3 percent.

Chairman Siddoway indicated that there may be possible amendments to this
legislation.

MOTION: Senator McKenzie moved that H 380 be referred to the 14th Order for amendment.
There being no second, the motion failed.

ADJOURNED: There being no further business, Chairman Siddoway adjourned the meeting
at 2:10 p.m.

___________________________ ___________________________
Senator Siddoway Jennifer Carr
Chair Secretary
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MINUTES
SENATE LOCAL GOVERNMENT & TAXATION COMMITTEE

DATE: Wednesday, March 23, 2016
TIME: 1:00 P.M.
PLACE: Room WW53
MEMBERS
PRESENT:

Chairman Siddoway, Vice Chairman Guthrie, Senators McKenzie, Johnson, Rice,
Vick, Bayer, Stennett and Burgoyne

ABSENT/
EXCUSED:

None

NOTE: The sign-in sheet, testimonies and other related materials will be retained with
the minutes in the committee's office until the end of the session and will then be
located on file with the minutes in the Legislative Services Library.

CONVENED: Chairman Siddoway called the meeting of the Local Government and Taxation
Committee (Committee) to order at 1:03 p.m. and asked the secretary to take a
silent roll.

PAGE
GRADUATION:

Chairman Siddoway thanked Senate Page Jaymond Richardson for his service,
recognizing his hard work and dedication to the Committee.

MINUTES
APPROVAL:

Senator Rice moved to approve the Minutes of February 24, 2016. Senator Vick
seconded the motion. The motion carried by voice vote.
Senator Vick moved to approve the Minutes of March 3, 2016. Senator Stennett
seconded the motion. The motion carried by voice vote.
Senator Johnson moved to approve the Minutes of March 9, 2016. Senator
McKenzie seconded the motion. The motion carried by voice vote.
Senator McKenzie moved to approve the Minutes of March 10, 2016. Senator
Rice seconded the motion. The motion carried by voice vote.

H 606aa Senator Johnsonpresented H 606aa, pertaining to urban renewal. Senator
Johnson explained that the Urban Renewal Interim Committee (Interim Committee)
studied Idaho statutes and laws regarding urban renewal agencies, revenue
allocation areas and the Economic Development Act, and upon completion, made
recommendations for changes in related statutes. He stated that the Interim
Committee received input from the public and various stakeholders and ultimately
made five key recommendations in February, 2015. Senator Johnson then
referenced correspondence from the Pocatello Development Authority, disagreeing
with the assertion made that this legislation will undermine the intent of urban
renewal and negatively impact urban renewal efforts around the State.

Senator Johnson outlined the specific statutory changes in H 606aa. In addition
to other technical changes, Senator Johnson highlighted new language added
to § 50-2903A, Idaho Code, that clarifies existing statute regarding the base reset
resulting from urban renewal plan modification. Senator Johnson referenced the
Idaho Attorney General's opinion that modification of an urban renewal plan would
in fact result in a reset of the base assessment roll values; he explained there are
four exceptions when an urban renewal plan can be amended without a base reset,
which are listed in this section. Senator Johnson also pointed out the addition of
"with specificity" in § 50-2905, Idaho Code, explaining that this language benefits
urban renewal agencies when modifying plans in anticipation of future economic
growth. He emphasized that any changes made to an urban renewal plan will be



required to have a public notice and meeting in an effort to promote transparency
and accountability in the process.
Representative Youngblood, co-chair of the Interim Committee, stated that one
of the goals of H 606aa is to provide transparency and accountability to the urban
renewal process.

TESTIMONY: Brian Blad, Mayor of Pocatello, commented on the positive impact urban renewal
has had on his city, including a significant decrease in the unemployment rate. He
offered comments in support of sending H 606aa to the 14th Order for possible
amendment, to permit the amendment of new urban renewal plans for unanticipated
economic development projects without resetting the base value.

John Evans, Mayor of Garden City and Chair of the Association of Idaho Cities
(AIC), spoke in support of sending H 606aa to the 14th Order. Mayor Evans
submitted language for possible amendment that incorporates publicly owned
infrastructure; he explained that it is difficult to anticipate future infrastructure needs
during initial planning (see attachment 7). He also expressed concerns regarding
the addition of "with specificity," pointing out that specificity denotes a level of
precision, and the items listed in § 50-2905, Idaho Code, are difficult to forecast
over a long period of time with precision.

Senator Rice asked if H 606aa was sent to the 14th Order and passed by the
Senate but not the House, and litigation resulted from urban renewal districts
challenging the base reset, what the consequences would be if this issue was
decided by the courts. Mayor Evans replied that this is a scenario that the
AIC considered and remarked that the primary intent of adding certain kinds of
infrastructure is to create private sector opportunities to invest money in urban
renewal areas; he believes this reward mitigates the risk of possible litigation.

Ryan Armbruster, representing Elam and Burke and the Redevelopment
Association of Idaho, spoke in support of sending H 606aa to the 14th Order.
Mr. Armbruster expressed concerns regarding the base reset as outlined in the
amended bill, specifically the inability of a plan amendment to identify additional
urban renewal projects to respond to unanticipated economic development
opportunities without triggering a base reset. He also expressed support for the
amendment proposed by Mayor Evans regarding the addition of certain kinds of
infrastructure.

Russ Hendricks, Idaho Farm Bureau Federation, spoke in support of sending H
606aa to the 14th Order. Mr. Hendricks expressed concerns regarding the base
reset. He stated that the Farm Bureau was supportive of a base reset resulting from
a plan modification as initially drafted; however, the legislation as amended does
not support the original intent of the Interim Committee and changes the nature of
the bill.

Ray Stark, Boise Chamber of Commerce, spoke in support of sending H 606aa
to the 14th Order. Mr. Stark shared similar concerns regarding the amended
legislation straying from the original intent of the Interim Committee. He commented
that every urban renewal district is unique, which creates difficulties when crafting
legislation such as this.
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Travis Rothweiler, Twin Falls City Manager, remarked that urban renewal has had
a positive impact on Twin Falls, resulting in growth in capital investment in urban
renewal areas and a decrease in unemployment rates. Mr. Rothweiler stated that
urban renewal is a tool used to leverage and offset costs of expanding critical
infrastructure and is worth preserving. He expressed support for H 606aa and
commented that these issues should be dealt with at the legislative level rather than
the courts.

John Watts, Idaho Chamber Alliance, spoke in support of sending H 606aa to the
14th Order. He shared similar concerns regarding the base reset, commenting that
future plan modifications should be able to incorporate unanticipated development
opportunities without triggering a base reset. He remarked that urban renewal is
the only tool that local communities have to facilitate growth.

Ken McClure, representing Chobani and Clif Bar, spoke in support of sending H
606aa to the floor with a do pass recommendation. Mr. McClure pointed out that if
the Idaho Attorney General's opinion is in fact correct, and any plan modification
results in a base reset, then all of the revenue generated since the origination are
drawn into question if the plan has been modified. He remarked that the legislation
as amended is not perfect, but if this legislation does not pass, urban renewal
agencies will be negatively impacted.

DISCUSSION: Representative Youngblood returned to the podium to providing closing remarks.
He reiterated the emphasis on transparency and accountability and recognized
concerns regarding the base reset, pointing out that that provision has been in
statute since 1988. Representative Youngblood stated that this legislation allows
the process to move forward by providing the opportunity to make changes to the
statute in the future.

Vice Chairman Guthrie asked Representative Youngblood to provide some
clarity regarding this bill, pointing out the many differing opinions presented during
testimony. Representative Youngblood replied that the challenge has been that
urban renewal agencies have translated law to their best use regarding the base
reset; the process, as outlined in statute, required a revenue allocation area to be
eliminated once an urban renewal plan is complete and the increment returned to
the taxing districts. Opposition to returning the increment stems from urban renewal
agencies wanting to use that money to fund other projects, taking it beyond the
scope of original intent.

Senator Stennett asked why the original legislation drafted by Interim Committee
was amended, to which Representative Youngblood replied that House
leadership supported changes to the legislation.

Senator Johnson commented that the urban renewal tool is vital to the State
of Idaho. He indicated that the statute was not changed in a way to make it so
restrictive that it dictates how urban renewal agencies operate; instead, specificity
was incorporated to maintain decision making at the local level and if plans need
to be modified, there is the option to do so by ordinance with or without resetting
the base value.

MOTION: Senator Burgoyne moved that H 606aa be referred to the 14th Order for
amendment. Senator Stennett seconded the motion.

SUBSTITUTE
MOTION:

Senator Rice moved to send H 606aa to the floor with a do pass recommendation.
Senator Johnson seconded the motion.
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DISCUSSION: Senator Rice commented that this legislation is not perfect but it addresses the risk
of having urban renewal districts that get reset retroactively from going bankrupt
and causing disruption to the urban renewal process. Sending H 606aa to the floor
with a do pass recommendation mitigates this risk but also allows changes to be
made in future legislative sessions.

Vice Chairman Guthrie spoke in favor of the original motion to send H 606aa to
the 14th Order, stating he supports the legislative process..

Senator McKenzie recognized the concerns brought forth by Senator Rice but
expressed support for the original motion to send H 606aa to the 14th Order.

Chairman Siddoway stated he supports the substitute motion to approve H 606aa
with a do pass recommendation, pointing out that the Legislature will have the
opportunity to make changes, if needed, in the future.

ROLL CALL
VOTE ON
SUBSTITUTE
MOTION:

Chairman Siddoway called for a roll call vote on the substitute motion. Chairman
Siddoway, Senators Johnson and Rice voted aye. Vice Chairman Guthrie,
Senators McKenzie, Vick, Bayer, Stennett and Burgoyne vote nay. The
substitute motion failed.

ROLL CALL
VOTE ON
ORIGINAL
MOTION:

Chairman Siddoway called for a roll call vote on the original motion. Chairman
Siddoway, Vice Chairman Guthrie, Senators McKenzie, Rice, Johnson, Vick,
Stennett and Burgoyne voted aye. Senator Bayer voted nay. The motion carried.

ADJOURNED: There being no further business, Chairman Siddoway adjourned the meeting
at 2:17 p.m.

___________________________ ___________________________
Senator Siddoway Jennifer Carr
Chair Secretary
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